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Public Law 183 CHAPTER 521

AN ACT
To provide revenue, and for other purposes.

Be it enacted by the Senate and House of Representatives o ths
United States of America in Congress assembled, That (a)
TrrLe.—This Act, divided into titles and sections according to tha
following table of contents may be cited as the “Revenue Act of 1951”:

TABLE OF CONTENTS
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Sec. 201. Percentage method of withholding.
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Sec. 203. Additional withholding of tax on wages upon agreement by employer
and employee,

Sec. 204. Effective date.

TrrLe ITI—MISCELLANEOUS INCOME TAX AMENDMENTS
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(c) Effective date.
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(b) Effective date.
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(b) Acr AmenpaTory oF INTERNAL Revenue Cope.—Except as
otherwise expressly provided, wherever in this Act an amendment or

subeh
be
vié

used in the Internal Revenue Code.

e made to a provision of the Internal Revenue
¢) MeaniNG oF Terms Usep.—Except as otherwise
, terms used in this Act shall have the same meaning as when

1is expressed in terms of an amendment to or repeal of a chapter,
apter, title, supplement, section, subsection, subdivision, para-
ph, subparagraph, or clause, the reference shall be considered to

Code.
expressly pro-

TITLE I-INCREASE IN INCOME TAX RATES
PART I—INDIVIDUAL INCOME TAXES

SEC. 101. INCREASE IN SURTAX FOR 1951, 1952, AND 1953.
(a) Rates of Surtax.—Section 12 (b) (relating to rates of surtax)

is hereby amended to read as follows:

“(b)

ATES OF SURTAX.—

“(1) CaLENpAR YEAR 1951.—In the case of a taxable year

beginnin,
there shagl

on January 1, 1951, and ending on December 31, 1951,
1 be levied, collected, and pai

for such taxable year

upon the surtax net income of every individual the surtax shown

in the following table:

“If the surtax net income is:
Not over $2,000.

Over $2,000 but not over $4,000______
Over $4,000 but not over $6,000_____.
Over $6,000 but not over $8,000______
Over $8,000 but not over $10,000____
Over $10,000 but not over $12,000____
Over $12,000 but not over $14,000____
Over $14,000 but not over $18,000____
Over $16,000 but not over $18,000____
Over $18,000 but not over $20,000____
Over $20,000 but not over $22,000____
Over $22,000 but not over $26,000-___
Over $26,000 but not over $82,000____
Over $32,000 but not over $38,000____
Over $38,000 but not over $44,000____
Over $44,000 but not over $50,
Over $50,000 but not over $60,000___.
Over $60,000 but not over $70,
Over $70,000 but not over $80,000____
Over $80,000 but not over $90,000____
Over $90,000 but not over $100,000__
Over $100,000 but not over $150,000__
Over $150,000 but not over $200,000__

Over $200,000

The surtax shall be:

17.4% of the surtax net income,

$348, plus 19.4% of excess over $2,000.

$736, plus 24% of excess over $4,000.

$1,2186, plus 279 of excess over $6,000,

$1,756, plus 32% of excess over $8,000.

$2,396, plus 36% of excess over

0,000.

$3,116, plus 409% of excess over
$12,000.

$3,018, plus 45% of excess over $14,000.

$4,8186, plus 48% of excess over $16,000.

$5,776, plus 51% of excess over $18,000.

$6,796, plus 54% of excess over $20,000,

$7,876, plus 57% of excess over $22,000,

$10,156, plus 60% of excess over

$13,756, plus 63% of

,000.

$17,636, plus 66% of
$38,000.

$21,496, plus 709% of
$44,000.

$25,608, plus 72% of
$50,000.

$32,806, plus 75% of

MgﬁO.I}OO, ok
uswv Plus (]
$70,000.

$48,206, plus 81%
$80,000.

$56,306, plus 849
$90,000.

$64,706, plus 86% of

$107,796, plus 879 of

151,296, plus 88% of
oo

excess over

€Xcess over
excess over
excess over
excess over
of
of

of

eXcess over

excess over
excess over
eXcess over
excess over

excess over

=m
mg
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“(2) TAXABLE YEARS BEGINNING AFTER OCTOBER 31, 1951, AND
BEFORE JANUARY 1, 195+.—In the case of taxable years beginnin
after October 81, 1951, and before January 1, 1954, there sha

be levied, collected, and paid for each taxable year u

tax net income of eve

n the sur-

individual (other than a head of a house-

hold to whom subsection (¢) applies) the surtax shown in the

following table:

“If the surtax net income is:
Not over $2,

Over $8000 but not over $10,000 -
Over $10,000 but not over $12,000____
Over $12,000 but not over $14,000____
Over $14,000 but not over $16,000____
Over $16,000 but not over $18,000___.
Over $18,000 but not over $20,000____
Over $20,000 but not over $22,000____
Over $22,000 but not over $26,000____
Over $26,000 but not over $32,000____
Over $32,000 but not over $38,000____
Over $38,000 but not over $44,000_-__
Over $44,000 but not over $50,000____
Over $50,000 but not over $60,000____
Over §60,000 but not over $70,000____
Over $70,000 but not over $80,000_.__
Over $80,000 but not over $90,000____
Over $90,000 but not over $100,000_-_
Over $100,000 but not over $150,000__
Over $150,000 but not over $200,000__
Over $200,000 iy,

The surtax shall be:

19.29; of the surtax net income.

$384, plus 21.6% of excess over $2,000.

$816, plus 26% of excess over $4,000.

$1,336, plus 319% of excess over $6,000..

$1,056, plus 35% of excess over $8,000,

$2,656, plus 399% of excess over

$8.~§326', ;;;lus 45% of excess over

.$-L33é. f:lus 009 of excess over

35,336, ;'nus 03% of excess over
$16,000.

$6,306, plus 50% of excess over
18,000.

$7,516, plus 599% of excess ower

$S,l}{l{i. 1;1113 639 of excess over
$22,000.

$11,216, plus 64% of excess over

$15,056, plus 65% of excess over
g

$18,9@, plus 699 of excess over
$38,000.

$23,096, plus T729% of excess over
+4,000.

$27,416, pius T4% of excess over
$50,000.

$34,816, plus T7% of excess over

$42;5il§, -plus S0 of exeess over

$.'r|].5'i:l'3, 'plus 8249, of excess over

$-.'>8.Ti(5, -plms 83% of excess over

$UT.21'6. plus 87% of excess over

$110.Tfti. plus 88¢; of excess over

$ ;
$1.'14.71'6. plus 809 of excess over

“(3) TAXABLE YEARS BEGINNING AFTER DECEMBER 31, 1953.—In

the case of taxable years beginning after December 81, 1953, there
shall be levied, collected, and paid for each taxable year upon
the surtax net income of every individual (other than a head of a
household to whom subsection (¢) applies) the surtax shown in

the following table:

“If the surtax net income is:

Not over 22.000.... . ——— JNLEE__
Over $2,000 but not over $4,000_____
Over $4,000 but not over $6,000_—__
Over $6,000 but not over $8,000.____
Over $8,000 but not over $10,000____.
Over $10,000 but not over $12,000____

Over $12,000 but not over $14,000___

The surtax shall be:

17% of the surtax net income.

$340, plus 199 of excess over $2,000.
$720, plus 23% of excess over $4,000,
$1,180, plus 279 of excess over $6,000.
$1,720, plus 81% of excess over $8,000.
32,3;3, plus 359% of excess over

$3,040, plus 40% of excess over
$12,000.
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“If the surtax net income is: The surtax shall be:
Over $14,000 but not over $16,000___ ﬂkﬂfgﬁlns 449, of excess over
Over $16,000 but not over §18,000___  $4,720, plus 47% of excess over
Over $18,000 but not over $20,000___ %%ﬁlns 509, of excess over
Over $20,000 but not over $22,000__— $ﬁ,66(.':&lglus 58% of excess over
Over $22,000 but not over $26,000__.  §7,720, plus 569, of excess over
Over $26,000 but not over $32,000___ $9,960?0%lus 50% of excess over
Over $32,000 but not over $38,000___ $lg.560. .plus 02% of excess over
Over $38,000 but not over $44,000___ $17.2500?Di)1us 66% of excess over
Over $44,000 but not over $50,000___ ﬂﬁ%ﬂ@muﬂ 699, of excess over
Over $50,000 but not over $60,000___ ﬂﬁ%o?oillus 2% of excess over
Over $60,000 but not over $70,000__ $35,520, plus 5% of excess over
Over $70,000 but not over $80,000___ $4(sig}%00?0i)lus 78% of excess over
Over $80,000 but not over $90,000___ MTE%@i)lus 819, of excess over
Over $90,000 but not over $100,000_- $5§.;)02:00m:;)1u8 84% of excess over
Over $100,000 but not over §150,000__  $64,320, plus 869, of excess over
Over $150,000 but not over $200,000_- 512?5%?3%]115 87% of excess over
Over $200,000__ $150,820, plus 889, of excess over
$200,000.”
(b) Limitation On Tax.—Section 12 (f) (relating to limitation on S %at7 .

tax) is hereby amended to read as follows:
“(f) LamrarioN ox Tax.—

“(1) CaLENDAR YEAR 1951.—In the case of a taxable year
beginning on January 1, 1951, and ending December 31, 1951,
the combined normal tax and surtax shall in no event exceed 87.2
per centum of the net income for the taxable year.

“(2) TAXABLE YEARS BEGINNING AFTER OCTOBER 31, 1951, AND
BEFORE JANUARY 1, 1954.—In the case of taxable years beginnilég
after October 31, 1951, and before January 1, 1954, the combin
normal tax and surtax shall in no event exceed 88 per centum of
the net income of the taxable year.

“(3) TAXABLE YEARS BEGINNING AFTER DECEMBER 31, 1853.—In
the case of taxable years beginning after December 31, 1953, the
combined normal tax and surtax shall in no event exceed 87 per
centum of the net income for the taxable year.”

SEC. 102. INDIVIDUALS WITH ADJUSTED GROSS INCOME OF LESS THAN
$5,000.

Section 400 (relating to optional tax on individuals with adjusted 30 Stat. 6664 Stat.
gross incomes of less than $5,000) is hereby amended by striking out 2 v.s. 0. §40.
the tables contained therein and inserting in lieu thereof the following :
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“Table I
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“Table II

“Taxable years beginning after October 31, 1951, and before January 1,

1954

And the number of exemptions is—
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“Table III
“Taxable years beginning after December 31, 1953
lrldjllfled- l;:;ll trlw num- ll'ldju?ud P ey
gross in- of exem gross in- nd the number of exemptions is—
come is— tions I.I—p- come is—
1 2 3
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At | At e married |ie head| married |is head| re- | married |is head| re-
least tha least than filing of filing of |turn| fling of |turn
by Bepa- ho is | sepa- |ho is
rately | hold | rately | hold | filed | rately | hold | filed
The tax shall
be—
$0| $675/ 50 325$2, 350 B
675 70D ] 350 2,375
700 725 0] 375( 2,400
725 750 1] 400| 2, 425
50| 775 0] 425| 2, 450
775 800 0 0 450/ 2,475
800 825 0 0 475| 2, 500
825 850 0 0| 2 500/ 2,525 0
850| 875 o o 2 5%/ 2 550 0
875] 900 0 0 550| 2, 575 0
000 025 0 0 575 2,600 0
025 950 0 0 600] 2,625 0)
950| 975 0 0) 625( 2, A50 0
975(1, 000 0 0 650| 2,675
. 000{1, 025 0 0) 675| 2. 700
. 025(1, 060 0 700 2, 725
, 050(1, 075 0 725| 2,750
. 0751, 100 0 0) 780| 2,775
. 10011, 125 0 775 2 800|
. 125(1, 150 0 0f| 2, 800| 2,825
4 150{1, 175 0 825] 2, 850/
+ 17511, 200 0 0 B50| 2, 875! 0ol
, 20011, 225 0 875 2,
22511, 250| (1] 000| 2,
25011, 275 0 025] 2,
27511, 3001 0 0 950 2,
B0O(T, 325 0 075/ 3,
3251, 350 0 000/ 3,
35001, 375 0 050| 3,
37511, 400 0 0 100 3,
40011, 425 0 0 150| 3,
42511, 450 0] 200| 3,
45011, 475 0 250/ 3,
475(1, 500) 0‘ 00| 3,
500]1, 525 0 50| 3,
52511, 550 0 00| 3,
65011, 575 0 3,
0 3,
0 3,
0 3
0 3,
0 3,
[i] 3,
0 3,
0
0
0
0
0
0
)
0
0
0
2
7|

SE83SERSIF

SHEB8SER2SERSIEESRARSIANSTERS
SHERE

595053 b3 15 13 b3 45 13 15 10 19 10 I8 1= = 14 1 i e e e

B219.09 00098545 10 13 13 19 43 19
-
]

e g e g B e e g g i g g st B 00 20 00 £3 03 £0 02 00 £0 29 00 0 20 £0 £2.00 52 00 £0 60 10 1O 13 B3 B3 13 13 8D 13 1D 12 19 B3 03 0 B 10 B3 83 13 8D 10 12 13 13 82

88883888852

SEEEPEEER R R R PR R PR S

SR e e

==t 022111 -F- N X-R-R- T g R p TNy F R f g F-1— TRl F—f—t— At RSt f— 13— T J_T_¥_¥_} 98




65 Srtar.] PUBLIC LAW 183—O0CT. 20, 1951
SEC. 103, INAPPLICABILITY OF CERTAIN PENALTIES AND ADDITIONS
TO TAX.

(a) PeNavries ror Fainure To Fiue Rerury.—Section 145 (relat-
ing to penalties with respect to failure to file returns, pay tax, ete.) is
hereby amended by relettering subsection (f) as subsection (g) and
by adding after subsection (e) a new subsection (f) as follows:

“(f) In the case of taxable years beginning prior to November 1,
1951, and ending after October 31, 1951, the penalties prescribed by
this section for willful failure to make declarations of, or pay, esti-
mated tax shall not be applicable to a failure to take into account the
increase in rates of tax imposed on individnals by the Revenue Act
of 1951.”

(b) Abprrions o Tax.—Section 294 (d) (2) (relating to additions
to tax for substantial under-estimates of estimated tax) is hereby
amended by adding at the end thereof a new sentence as follows:
“In the case of taxable years beginning prior to November 1, 1951,
and ending after October 31, 1951, the additions to tax preseribed by
this subsection shall not be applicable if the taxpayer failed to meet
the requirements of this paragraph by reason of the increase in rates
of tax on individuals imposed by the Revenue Act of 1951.”

SEC. 104. COMPUTATION OF TAX IN CASE OF CERTAIN JOINT RETURNS.

If a joint return of a husbhand and wife is filed under the provisions
of section 51 (b) (3) of the Internal Revenue Code in a case where
the husband and wife have different taxable years because of the death
of either spouse, and the taxable year of the surviving spouse covered
by such joint return began before November 1, 1951, and ended after
October 31, 1951, the amendments made by this part and section 131
shall be applicable in respect of such joint return as if the taxable years
of both spouses covered by the joint return ended on the date of the
closing of the surviving spouse’s taxable year.

SEC. 105. EFFECTIVE DATE OF PART I

Except as provided in section 104, the amendments made by this
part shall be applicable only with respect to taxable years beginning
after October 31, 1951, and to t.axa.b}e years beginning on January
1, 1951, and ending on December 31, 1951. For treatment of taxable
years (other than the calendar year 1951) beginning before November
1, 1951, and ending after October 31, 1951, see section 131.

PART II—CORPORATION INCOME TAXES
SEC. 121. INCREASE IN RATE OF CORPORATION NORMAL TAX.

(a) AMENDMENT oF SEcTION 13.—Subsections (a) and (b) of sec-
tion 13 (relating to normal tax on corporations) are hereby amended
to read as follows:

“(a) Derinrrions.—For the purposes of thiz chapter—

“(1) Apasustep NEr iNCOME—The term ‘adjusted net income’
means the net income minus the credit provided in section 26 (a),
relating to interest on certain obligations of the United States and
Government corporations.

“(2) Normar-tax Ner iNcomE.—The term ‘normal-tax net in-
come’ means the adjusted net income minus the sum of the follow-
ing credits:

“(( l%) The credit for dividends received provided in section
26 :
“(B) Inthe case of a public utility, the credit for dividends
paid on its preferred stock provided in section 26 (h) ; and
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“(C) In the case of a western hemisphere trade corpora-
30 Slak 00 ¥ Gat giﬁm(l' §as defined in section 109), the credit provided in section
% U. 8. C. §§ 100, i).

W “(b) Imposition o Tax.—There shall be levied, collected, and paid
for each taxable year upon the normal-tax net income of every cor-
poration (except a corporation subject to a tax imposed by section

5 Sat. 78,71, 98, 231 (a), Supplement G, or Supplement Q)—

(a), 201 et seq., 361 et “(1) gmmma YEAR 1951.—In the case of a taxable year begin-

: ningeon January 1, 1951, and ending on December 31, 1951, a tax
of 283 per centum of the normal-tax net income.

“(2) TAXABLE YEARS BEGINNING AFTER MARCH 31, 1851, AND
BEFORE APRIL 1, 1954.—In the case of taxable years beginning after
March 31, 1951, and before April 1, 1954, a tax of 30 per centum
of the normal-tax income.

“(8) TAXABLE YEARS BEGINNING AFTER MARCH 31, 1954, —In
the case of taxable years be%inning after March 31, 1954, a tax
of 25 per centum of the normal-tax net income.”

B E @ | (b) Maximum Tax.—Section 430 (a) (2) (relating to the limita-

7). :‘i(illl on the rate of the excess profits tax) 1s hereby amended as
ollows:

(1) Bf' inserting after “(2)” the followinﬁ: “(A) in the case
of taxable years ending before April 1, 1951,”,

(2) By striking out the period at the end of pa.ragrstp}? (2) and
inserting ¢, or” and by adding after paragraph (2) the follow-

(

ing:

‘(B) in the case of taxable years beginning on January 1, 1951,
and ending on December 31, 1951, an amount equal to 1714 per
centum of the excess profits net income for the taxable year, except
that in the case of an affiliated group of includible corporations
making or required to make a consolidated return for the taxable
year under section 141, such amount shall be reduced by an
amount which bears the same ratio (but not in excess of 100 per
centum) to the increase of 2 per centum in the surtax imposed by
reason of section 141 (c¢) as the amount of the consolidated excess
profits net income bears to the amount of the consolidated corpo-
ration surtax net income, or

“(C) in the case of taxable years beginning after March 31,
1951, an amount equal to 18 per centum of the excess profits net
income for the taxable year, except that in the case of an affiliated
group of includible corporations making or required to make a
consolidated return for the taxable year under section 141, such
amount shall be reduced by an amount which bears the same
ratio (but not in excess of 100 per centum) to the increase of 2
per centum in the surtax mdposad by reason of section 141 (c)
as the amount of the consolidated excess profits net income bears
bo,:;he amount of the consolidated corporation surtax net income,
or”,

(¢) MutuaL INsuraNcE ComPANTES OTHER THAN LiFe oR MARINE.—

" §207 (@) (1) Section 207 (a) (1) (relating to normal tax and surtax on
mutual insurance companies, other than life or marine) is hereby
amended by striking out subparagraphs (A) and (B) and insert-
ing in lieu thereof the following :

“(A) Taxable Years Be%im:u'ng A fter December 31, 1950,
and Before April 1, 1951.—In the case of taxable years i:neg'in—
ning after December 81, 1950, and before April 1, 1951, and
ending after March 31,1951—

“(i) Normal tax.—A normal tax of 283/ per centum of
the normal-tax net income, or 5714 per centum of the

-
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amount by which the normal-tax net income exceeds
$3,000, whichever is the lesser; plus

z‘(ii) Surtax.—A surtax of 22 per centum of the cor-
%oration surtax net income in excess of $25,000.

“(B) Taxable Years Beiinning A fter March 31, 1951, and
Before April 1, 1954.—1In the case of taxable years beginning
after March 31, 1951, and before April 1, 1954—

“(1) Normal tax.—A normal tax of 30 per centum of
the normal-tax net income, or 60 per centum of the
amount by which the normal-tax net income exceeds
$33000 whichever is the lesser ; plus

‘(ii} Surtax.—A surtax of 22 per centum of the cor-

oration surtax net income in excess of $25,000.

“(lé) Taxable Years Beginning After March 31, 1954.—
In the case of a taxable year beginning after March 31, 1954—

“(i) Normal tax.—A normal tax of 25 per centum of
the normal-tax net income, or 50 per centum of the
amount by which the normal-tax net income exceeds
$3,000, whichever is the lesser; plus

“(ii) Surtax.—A surtax of 22 per centum of the cor-
poration surtax net income in excess of $25,000.”

(2) Section 207 (a) (3) (relating to a normal tax and surtax on
interinsurers and reciprocal underwriters) is hereby amended by
striking out subparagraphs (A) and (B) and inserting in lieu
thereof the following:

“(A) Taxable Years inning After December 31, 1950,
and before April 1, 1951.—In the case of taxable years begin-
nilég after December 31, 1950, and before April 1, 1951, and
ending after March 31, 1951—

“sli) Normal tax.—A normal tax of 2834 per centum

f the normal-tax net income, or 5714 per centum of the
amount by which the normal-tax net income exceeds
$50,000, whichever is the lesser; plus

“(ii) Surtax.—A surtax of 22 per centum of the corpo-
ration surtax net income in excess of $25,000, or 33 per
centum of the amount by which the corporation surtax
net income exceeds $50,000, whichever is Ee lesser.

“(B) Taxable Years Beginning After March 31, 1951, and
Before April 1, 1954.—In the case of taxable years beginning
after March 31, 1951, and before April 1, 1954—

“(i) Normal tax.—A normial tax of 30 per centum of
the normal-tax net income, or 60 per centum of the
amount by which the normal-tax net income exceeds
$50,000, whichever is the lesser; plus

“(ii) Surtax.—A surtax of 22 per centum of the corpo-
ration surtax net income in excess of $25,000, or 33 per
centum of the amount by which the corporation surtax net
income exceeds $50,000, whichever is the lesser.

“(C) Taxable Years Beginning A fter March 31, 1954.—In
the case of a taxable year beginning after March 31, 1954—

“(i) Normal tax.—A normal tax of 25 per centum of
the normal-tax net income, or 50 per centum of the amount
by which the normal-tax net income exceeds $50,000,
whichever is the lesser; plus

“(ii) Surtax.—A surtax of 22 per centum of the cor-
poration surtax het income in excess of $25,000, or 33 per
centum of the amount by which the corporation surtax net
income exceeds $50,000, whichever is the lesser.”
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(d) Reeuratep INvestMENT ComMpaNiEs.—Section 362 (b) (relating
to tax on regulated investment companies) is hereby amended by
?txﬁkmg out paragraphs (3) and (4) and inserting in Iieu thereof the

ollowing :

“(3) In the case of taxable years beginning after December 31,
1950, and before April 1, 1951, and ending after March 31, 1951,
there shall be levied, collected, and paid for each taxable year upon
its Supplement @ net income a tax equal to 283/ per centum of the
amount thereof. In the case of taxable years beginning after
March 31, 1951, and before April 1, 1954, there shall be levied,
collected, and paid for each taxable year upon its Supplement Q
net income a tax equal to 30 per centum of the amount thereof.
In the case of taxable years beginning after March 31, 1954, there
shall be levied, collected, and paid for each taxable year upon its
Supplement Q net income a tax equal to 25 per centum of the
amount thereof.

“(4) In the case of taxable years beﬁinnin after December 31,
1950, there shall be levied, collected, and paid for each taxable year
upon its Supplement Q surtax net income a tax equal to 22 per
centum of the amount thereof in excess of $25,000.”

(e) Business INcomEe oF CErTaIN SecTioN 101 ORGANIZATIONS.—
Section 421 (a) (1) (relating to imposition of tax on business income of
certain section 101 organizations) is hereby amended by insertin
before the period at the end thereof the following: “; except that (A
in the case of taxable years beginning before April 1, 1951, and ending
after March 31, 1951, the normal tax shall be 283} per centum of the
Supplement U net income, and (B) in the case of taxable years begin-
ninf after March 31, 1951, and before April 1, 1954, the normal tax
shall be 30 per centum of the Supplement U net income”.

(f) AMeENpMENT OF SECTION 15.—Section 15 (relating to surtax on
corporations) is hereby amended to read as follows:

“SEC. 15. SURTAX ON CORPORATIONS.

“(a) CorporaTioN SurTax NET Income.—For the purposes of this
chapter, the term ‘corporation surtax net income’ means the net income
minus the sum of the E)l]owin credits:

4 “((;)) The credit for dividends received provided in section
6 (b);
“(2) In the case of a public utility, the credit for dividends
paid on its preferred stock provided in section 26 (h);
“(3) In the case of a western hemisphere trade corporation (as
defined in section 109), the credit provided in section 26 (i).

“(b) Imposrrion or Tax.—There shall be levied, collected, and paid
for each taxable year upon the corporation surtax net income of every
corporation (except a corporation subject to a tax imposed by section
231 (a), Supplement G, or Supplement Q) a surtax of 22 per centum
of the amount of the corporation surtax net income in excess of $25,000.

“(c) DisaLLowance oF SurTax ExemprioN AND MiNtmuM Excess
Prorirs Creprr.—If any corporation transfers, on or after January
1, 1951, all or part of its property (other than money) to another
corporation which was created for the purpose of acquiring such
property or which was not actively engaged in business at the time
of such acquisition, and if after such transfer the transferor corpora-
tion or its stockholders, or both, are in control of such transferee
corporation during any part of the taxable year of such transferee
corporation, then such transferee corporation shall not for such tax-
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able year (except as may be otherwise determined under section 129
(b)) be allowed either the $25,000 exemption from surtax provided in
subsection (b) or the $25,000 minimum excess profits credit provided
in the last sentence of section 431, unless such transferee corporation
shall establish by the clear preponderance of the evidence that the
securing of such exemption or credit was not a major purpose of such
transfer. For the pur of this subsection, control means the own-
ership of stock possessing at least 80 per centum of the total combined
voting power of all classes of stock entitled to vote or at least 80 per
centum of the total value of shares of all classes of stock of the corpora-
tion. In determining the ownership of stock for the purpose of this
subsection, the ownership of stock shall be determined in accordance
with the provisions of section 503, except that constructive ownership
under section 503 (a) (2) shall be determined only with respect to the
individual’s spouse and minor children. The provisions of section
129 (b), and the anthority of the Secretary under such section, shall,
to the extent not inconsistent with the provisions of this subsection,
be applicable to this subsection. This subsection shall not apply to
any taxable year with respect to which the tax imposed by subchapter
D of this chapter is not in effect.”

(g) Tecmnicar AMENDMENT.—Section 14 (relating to normal tax
on special classes of corporations in the case of taxable years beginning
before July 1, 1950) is hereby repealed.

SEC. 122. CREDITS OF CORPORATIONS.

(2) Divioexps Recervep Creprr.—Paragraphs (1) and (2) of
section 26 (b) (relating to credit for dividends received) are hereby
amended to read as follows: i

“(1) In omnEraL—S85 per centum of the amount received as
dividends (other than dividends described in paragraph (2) on
the preferred stock of a public utility) from a domestic corpo-
ration which is subject to taxation under this chapter.

“(2) CERTAIN PREFERRED STOCK.—

“(A) Calendar Year 1951.—In the case of a taxable year
beginning on January 1, 1951, and ending on December 31,
1951, 61 per centum of the amount received as dividends on
the preferred stock of a public utility which is subject to
taxation under this chapter and with respect to which the
credit provided in section 26 (h) for dividends paid is
allowable.

“(B) Taxable Years Beginning After March 31, 1951, and
Before April 1, 1954.—In the case of taxable years begin-
ning after March 31, 1951, and before April 1, 1954, 62
ger centum of the amount received as dividends on the pre-

erred stock of a public utility which is subject to taxation
under this chapter and with respect to which the credit pro-
vided in section 26 (h) for dividends paid is allowable.

“&J) Taxable Years Beginning After March 31, 1954.—
In the case of taxable years beginning after March 31, 1954,
59 per centum of the amount received as dividends on the
preferred stock of a public utility which is subject to taxation
under this chapter and with respect to which the credit pro-
vided in section 26 (h i’for dividends paid is allowable.”

(b) Creprr For DivipEnps Pam oN CerTaiN PreFeRRep STOCK.—
The first sentence of section 26 (h) (1) e&relntin_ to amount of credit
for dividends paid on certain preferred stock) is hereby amended
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to read as follows: “In the case of a public utility, (A) for a taxable
year beginning on January 1, 1951, and ending on December 31, 1951
an amount equal to 28 per centum of the lesser of (i) the amount of
dividends paid during the taxable year on its preferred stock or (ii)
the adjusted net income for such taxable year minus the credit for
dividends received provided in subsection (b) for such year, (B)
for a taxable year beginning after March 31, 1951, and before April
1, 1954, an amount equal to 27 per centum of the lesser of (i) the
amount of dividends paid during the taxable year on its preferred
stock or (ii) the adjusted net income for such taxable Ees.r minus

Sk as the credit for dividends received provided in subsection (b) for such
Sl year, and (C) for a taxable year be%inning after March 31, 1954
an amount equal to 30 per centum of the lower of (i) the amount of

dividends paid during the taxable year on its preferred stock or (ii)
the adjusted net income for such taxable year minus the credit for
dividends received provided in subsection (b) for such year.”
B ym@  (c) Westerny Hemisprere Trape Corrorations.—Section 26 (i)
' " (relating to credit of a western hemisphere trade corporation) is
hereby amended to read as follows:
“(i) Western HemisPHERE TrADE CORPORATIONS.—In the case of a
5 et 100, Western hemisphere trade corporation (as defined in section 109)—
T “(1) CaLENDAR YEAR 1951.—In the case of a taxable year begin-
ning on January 1, 1951, and ending on December 31, 1951, an
amount equal to 28 per centum of its normal-tax net income
computed without regard to the credit provided in this subsection.
“(2) TAXABLE YEARS BEGINNING AFTER MARCH 31, 1051, AND
BEFORE APRIL 1, 1954.—In the case of a taxable year beginning
after March 31, 1951, and before April 1, 1954, an amount equal to
27 per centum of its normal-tax net income computed without
reﬁard to the credit provided in this subsection.
(3) TAXABLE YEARS BEGINNING AFTER MARCH 31, 1954.—In the
case of a taxable year beginning after March 31, 1954, an amount
ual to 30 per centum of its normal-tax net income computed
without regard to the credit provided in this subsection.”

SEC. 123. COMPUTATION OF ALTERNATIVE CAPITAL GAINS TAX.

et % s  Section 117 (¢) (1) (relating to alternative tax on corporations)
. is hereby amended by striking out the second paragraph and inserting
in lieu thereof the following:

“(A) A partial tax shall first be computed upon the net income
reduced by the amount of such excess, at the rates and in the
manner as if this subsection had not been enacted.

“(B) There shall then be ascertained an amount equal to 25
per centum of such excess, except that in the case of any taxable
year beginning after March 31, 1951, and before April 1, 1954
there shall be ascertained an amount equal to 26 per centum o
such excess.

“(C) The total tax shall be the partial tax computed under
subpamgraph (A) plus the amount computed under subpara-

graph (B).”
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SEC. 124. FILING OF CORPORATION RETURNS FOR TAXABLE YEARS
ENDING AFTER MARCH 31, 1951, AND BEFORE OCTOBER 1,
1951.

In the case of a corporation subject to a tax imposed by chapter 1
of the Internal Revenue Code for a taxable year ending after March
31, 1951, but prior to October 1, 1951, such corporation shall after the
date of the enactment of this Act and on or before January 15, 1952,
make a return for such taxable year with respect to the tax imposed by
chapter 1 of the Internal Revenue Code for such taxable year. The
return required by this section for such taxable year shall constitute
the return for such taxable year for all purposes of the Internal
Revenue Code; and no return for such taxable year, with respect to
any tax imposed by chapter 1 of such code, filed on or before the
date of the enactment of this Act shall be considered for any of such
purposes as a return for such year. The taxes imposed by chapter 1
of such code Sdetermined with the amendments made by this Act)
for such taxable year shall be paid on Jan 15, 1952, in lieu of the
time prescribed in section 56 (a) of such code. All pafents with
respect to any tax for such taxable year imposed by chapter 1 of
sucﬁ code under the law in effect prior to the enactment of this Act,
to the extent that such payments have not been credited or refunded,
shall be deemed payments made at the time of the filing of the return
re%uired by this section on account of the tax for such taxable year
under chapter 1 determined with the amendments made by this Act.

SEC. 125. EFFECTIVE DATE.

The amendments made by this part shall be applicable only with
respect to taxable years beginning after March 81, 1951, and to taxable
years inning on January 1, 1951, and ending on December 31,
1951, except that the amendments made to sections 207, 362, and 421
of the Internal Revenue Code shall be applicable to taxable years
beginning after December 31, 1950, and ending after March 31, 1951.
In the case of an insurance company subject to the tax imposed b
section 207, the provisions of section 26 (b) of such code a.pp]jcabli
to the calendar year 1951 shall be applicable to a taxable year begin-
ning after December 31, 1950, and before April 1, 1951, and en:
after March 31, 1951, For treatment of taxable years (other than
the calendar year 1951) beginning before April 1, 1951, and ending
after March 31, 1951, see section 131,

PART III—FISCAL YEAR TAXPAYERS

SEC. 131. FISCAL YEAR TAXPAYERS.

(a) AmENDMENT oF SeorioN 108.—Section 108 is hereby amended
by striking out paragraph (2) of subsection (f) and inserting in lieu
ereof the following :
“(2) that portion of a tentative tax consisting of—
- “(Az a tentative normal tax of 25 per centum of the
normal-tax net income, plus
“(B) a tentative surtax of 20 per centum of the surtax
net Income in excess of $25,000
which the number of days in such taxable year after June 30,
1950, and before April 1, 1951, bears to the total number of days
la.li siuggllt):sxabla year, plus (if the taxable year ends after March
¢
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“(3) that portion of a tentative tax consisting of—
“(A% a tentative normal tax of 30 per centum of the
normal-tax net income, plus
“(B) a tentative surtax of 20 per centum of the surtax
net income in excess of $25,000,
which the number of days in such taxable year after March 31,
1951, bears to the total number of days in such taxable year.
In computing for the purposes of paragraph (2) the normal-tax net
income and the corporation surtax net income, the credits provided
in section 26 applicable to taxable years beginning on July 1, 1950,
shall be allowed in the manner and to the extent provided in sections
13 and 15 applicable to years beginning on such date, except that such
credits shall be applied without regard to the amendments made to
section 26 by title II of the Excess Profits Tax Act of 1950. In com-
puting for the purposes of paragraph (3) the normal-tax net income
and the corporation surtax net income, the credits provided in section
26 applicable to taxable years beginning on April 1, 1951, shall be
allowed in the manner and to the extent provided in sections 13 and
15 applicable to years beginning on such date.
“(g) Cerrain TaxasLe Yrars or CoRPORATIONS BEGINNING AFTER
June 80, 1950, aANp Berore Arrin 1, 1951.—In the case of a taxable
ear (ot.iwr than one beginning on January 1, 1951, and ending on
ecember 31, 1951) of a corgoration beginning after June 30, 1950,
and before April 1, 1951, and ending after March 31, 1951, the tax
imposed by sections 13 and 15 shall be an amount equal to the sum of—
“(1) that portion of a tentative tax, computed under the pro-
visions of sections 13 and 15 applicable to such taxable year,
which the number of days in such taxable year prior to April 1,
1951, bears to the total number of days in such taxable year, plus
“(2) that portion of a tentative tax, computed under the pro-
visions of sections 13 and 15 applicable to years beginning on
April 1, 1951, as if such provisions were applicable to such taxable
year, which the number of days in such taxable year after March
31, 1951, bears to the total number of days in such taxable year.
“(h) Cerraiy TaxasLe YEars or INDIVIDUALS BEGINNING BEFORE
Novemser 1, 1951, axp EnpiNg Arrer OcoroBir 31, 1951.—In the case
of a taxable year (other than one beginning on January 1, 1951, and
ending on December 31, 1951) of a taxpayer, other than a corporation,
beginning before November 1, 1951, and ending after October 31,

53 Stat. 5 04 Stat. 1951, the tax imposed by sections 11 and 12, section 400, or section 421

28 U.

421 (a) (2
Ante, pp. 450, 461,
FPost, p. 480.

tat. 48,

64 .
26U, 8. C. §421 (b)

2.

8. C. § 1, (a) (2),shall be an amount equal to the sum of—

(1) that portion of a tentative tax, computed under the provi-
sions of sections 11 and 12, section 400, or section 421 (a) (2),
applicable to such year, which the number of calendar months in
such taxable year prior to November 1, 1951, bears to the total
number of calendar months in such taxable year, plus
“(2) that portion of a tentative tax, computed under the pro-
visions of sections 11 and 12, section 400, or section 421 (a) (2),
applicable to years beginning on November 1, 1951, as if such pro-
visions (other than the provisions relating to head of household)
were applicable to such taxable year, which the number of calen-
dar months in such taxable year after October 31, 1951, bears to the
total number of calendar months in such taxable year.
This subsection shall not agf)ly in the case of a trust described in sec-
tion 421 (b) (2) if the taxable year of such trust began before January
1, 1951.
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“(i) Derinrrion oF Carenpar Monta.—For the purposes of this
section, a calendar month only part of which falls within a taxable
year é‘ﬂ shall be disregarded if less than 15 days of such month are
included in such taxable year, and (2) shall be included as a calendar
month within the taxable year if more than 14 days of such month fall
within the taxable year.

“(j) Taxasre Yrars or INpIvipuaLs BeeinNiNG 1§ 1953 axp Expine
1~x 1954.—1In the case of a taxable year of a taxpayer, other than a cor-

oration, beginning before January 1, 1954, and ending after Decem-

T 31, 1953, the tax imposed by sections 11 and 12, section 400, or sec-
tion 421 (a) (2), shall be an amount equal to the sum of—

(1) that portion of a tentative tax, computed under the pro-
visions of sections 11 and 12, section 400, or section 421 (a) (2),
applicable to years beginning on January 1, 1953, which the num-
ber of calendar months in such taxable year prior to January 1,
1954, btia.rs to the total number of calendar months in such taxable
year, plus

“(2) that portion of a tentative tax, computed under the pro-
visions of sections 11 and 12, section 400, or section 421 (a) (2),
applicable to years beginning on January 1, 1954, as if such pro-
visions were applicable to such taxable year, which the number of
calendar months in such taxable year after December 31, 1953,
bears to the total number of calendar months in such taxable year.

“(k) TaxaBLe Years or CorrPoRATIONS BEGINNING BEFORE APRIL 1,
1954, anp Expine Arrer Marcu 31, 1954.—1In the case of a taxable
year of a corporation beginning before April 1, 1954, and ending after
March 31, 1954, the tax imposed by sections 13 and 15, or section 421
(a) (1), shall be an amount equal to the sum of—

‘(1) that portion of a tentative tax, computed under the Pm-
visions of sections 13 and 15, or section 421 (a) (1), applicable to
years beginning on J anumX 1, 1953, which the number of days in
such taxable year prior to April 1, 1954, bears to the total number
of days in such taxable year, plus

“(2) that portion of a tentative tax, computed under the pro-
visions of sections 13 and 15, or section 421 (a) (1), applicable to
years inning on April 1, 1954, as if such provisions were
applicable to such taxable year, which the number of days in such
taxable year after March 31, 1954, bears to the total number of
days in such taxable year.”

(b) CompuraTtioN or Excess Prorits Tax.—Subsection (b) of sec-
tion 430 (relating to computation of excess profits tax in the case of
certain taxable years) is hereby amended to read as follows:

“(b) CerraiNy TaxarrLe YEars BeciNNING BerFore 1951.—

“(1) TAxABLE YEARS ENDING BEFORE APRIL 1, 1951.—In the case
of a taxable year beginning before July 1, 1950, and ending
after June 30, 1950, and before April 1, 1951, the tax imposed
by subsection (a) shall be an amount equal to that portion of a

tentative tax, computed under the provisions of subsection azl
aﬁ:plicable to taxable years ending on December 31, 1950, whic
the number of days in such taxable year after June 30, 1950, bears
to the total number of days in such taxable year.

“(2) TAXABLE YEARS ENDING AFTER MARCH 31, 1951.—In the case
of a taxable year (other than a taxable year beginning on January
1, 1951, and ending on December 31, 1951) beginning before
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April 1, 1951, and ending after March 31, 1951, the tax imposed
by subsection (a) shall be an amount equal to the sum of—

“(A) that portion of a tentative tax, computed under

the provisions of subsection (a) applicable to taxable years

end on December 31, 1950, which the number of days

in such taxable year after June 30, 1950, and before April

1, 1951, bears to the total number of days in such taxable

ear, plus
i “(lf) that 1Pcurtion of a tentative tax, computed under the
rovisions of subsection (a) ap;lj_llicable to taxable years
eginning on April 1, 1951, which the number of days in
such taxable year after March 31, 1951, bears to the total
number of days in such taxable year.”
(¢) TecHNICAL AMENDMENTS.—
o St o, (1) Section 108 éa (2) is hereby amended by inserting after
: “section 400,” the following: “applicable to years beginning on
Oc(taobeél"ms{;’;é()' hereb ded by striki “(g)”
ection Z) 1s hereby amen striking out “(g
and 1)nserting in lieu thereof * ({) s Y (

TITLE II—WITHHOLDING OF TAX AT SOURCE

SEC. 201. PERCENTAGE METHOD OF WITHHOLDING.

i Section 1622 (a) (relating to percentage method of withholding
26U,8.C, §1622 (a).
Eadias wages) is hereby amended by inserting before the period at the
end thereof the following: “, except that in the case of wages paid
on or after November 1, 1951, and before January 1, 1954, the tax
shall be equal to 20 per centum of such excess in lieu of 18 per centum”.

SEC. 202. WAGE BRACKET WITHHOLDING.

0% e | Somuch of section 1622 (c) (1) as precedes the tables in such section
. is hereby amended to read as follows:
“(1) (A) Wages paid after October 31, 1951, and before
January 1, 1954 —At the election of the employer with re-
spect to any employee, the employer shall deduct and with-
hold upon the wages paid to such employee after October
31, 1951, and before January 1, 1954, a tax determined in
accordance with the following tables, which shall be in lieu
of the tax required to be educted and withheld under
subsection (a) :
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“If the payroll period with respect to an employee is weekly

And the number of withholding exemptions claimed is—
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20 percent of the excess over $200 plus—
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The amount of tax to be withheld shall be—
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“If the payroll period with respect to an employee is biweekly

And the number of withholding exemptions claimed is—

10 or
more
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“If the pavroll period with respect to an employee is semimonthly

And the number of withholding exemptions claimed is—

10 or
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The amount of tax to be withheld shall be—
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“If the payroll period with respect to an employee is monthly

And the number of withholding exemptions clzimed is—
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“tle) Wages paid after December 31,1953.—At the election
of the employer with respect to any employee, the employer
shall deduct and withhold upon the wages paid to such
employee after December 31, 1953, a tax determined in
accordance with the following tables, which shall be in lieu
of the tax required to be deducted and withheld under
subsection (a) :”.

SEC. 203. ADDITIONAL WITHHOLDING OF TAX ON WAGES UPON AGREE-
MENT BY EMPLOYER AND EMPLOYEE.

Section 1622 érelating to income tax collected at source on wages)
is hereby amended by adding at the end thereof the following new
subsection :

“(k) ApprrionaL WitHHOLDING~The Secretary is authorized by
regulations to provide, under such conditions and to such extent as he
deems proper, for withholding in addition to that otherwise required
under this section in cases in which the employer and the employee
agree (in such form as the Secretary may by regulations prescribe) to
such additional withholding. Such additional withholding shall for
all purposes be considered tax required to be deducted and withheld
under this subchapter.”

SEC. 204. EFFECTIVE DATE.

The amendments made by this title shall be applicable only with
respect to wages paid on or after November 1, 1951.

TITLE III—-MISCELLANEOUS INCOME TAX
AMENDMENTS

SEC. 301. TAX TREATMENT IN CASE OF HEAD OF HOUSEHOLD.

(a) Surrax v Case or Heap or Housemorp.—Section 12 (c) is
hereby amended to read as follows:
“(c) Rates or SurtaAx—HEAD 0F HousgHOLD.—

“(1) TAXABLE YEARS BEGINNING AFTER OCTOBER 31, 1951, AND
BEFORE JANUARY 1, 1954.—In the case of taxable years beginning
after October 31, 1951, and before January 1, 1954, there shall be
levied, collected, and paid for each taxable year upon the surtax
net income of every individual who is the head of a household the
surtax shown in the following table:

“If the surtax net income is: The surtax shall be:

Not over $2,000
Over $2,000 but not over $4,000_ .-
Over $4,000 but not over $6,000_.___
Over $6,000 but not over $8,
Over $8,000 but not over $10,000..__
Over $10,000 but not over $12,000..__
Over $12,000 but not over $14,000...-
Over $14,000 but not over $16,000_.__
Over $16,000 but not over $18,000____
Over $18,000 but not over $20,000____
Over $20,000 but not over $22,000____
Over $22,000 but not over $24,000____

Over $24,000 but not over $28,000____

19.29; of the surtax net income.
$384, plus 20.4% of excess over $2,000,
$792, plus 249 of excess over $4,000.
$1,272, plus 269, of excess over $6,000.
$1,792, plus 31% of excess over $8,000.
$2,41§.’, plus 329 of excess over
,000.
$3,062, plus 88% of
12,000,
$3,812, plus 41% of
14,000.
$4,632, plus 449 of
$16,000.
$5,512, plus 45% of
$18,000.
$6,412, plus 499 of
,000.
$7,392, plus 519% of
000,

$8412, plus 54% of
$24,000.

excess over

excess over
excess over
€XCcess over
excess over
excess over

excess over
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“If the surtax net income is:
Over $28,000 but not over $32,000____

Over $32,000 but not over $38,000____
Over $38,000 but not over $44,000____
Over $44,000 but not over $50,000____
Over $50,000 but not over $60,000__--
Over $60,000 but not over $70,000____
Over §70,000 but not over $80,000____
Over $80,000 but not over $90,000.___
Over $90,000 but not over $100,000___
Over $100,000 but not over $150,000__
Over $150,000 but not over $200,000__
Over $200,000 but not over $300,000__
Over $300,000.

PUBLIC LAW 183—O0CT. 20, 1951

The surtax shall be:
$10,572, plus 57% of excess over
$1€é'52. plus 609 of excess over
000.
$16,452, plus 639 of excess over
$38,000
of excess over

$20,232, plus 68%
000.

$24.310260 plus 699, of excess over

$31,2i2, .p!us 709, of excess over

$38,212, 'plus 749, of excess over
$70,000.

$45.31&,n plus 769 of excess over

S&aigb';plus 789, of excess over

$61,01'2, -plua 829, of excess over
$100,000.

$102,012, plus 85% of excess over
150,000.

$144,51'§{,)0 plus 889 of excess over

$232.5i2. .plua 899 of excess over
$300,000.

1

“(2) TAXABLE YEARS BEGINNING AFTER DECEMBER 31, 1953.—In
the case of taxable years beginning after December 31, 1953, there
shall be levied, collected, and paid for each taxable year upon the
surtax net income of every individual who is the head of a house-
hold the surtax shown in the following table:

“If the surtax net income is:

Not over $2,000.
Over $2,000 but not over $4,000____
Over $4,000 but not over $6,000_____
Over $6,000 but not over $8,000_____
Over $8,000 but not over $10,000__-_
Over §$10,000 but not over $12,000__

Over $12,000 but not over $14,000___
Over $14,000 but not over $16,000___
Over $16,000 but not over $18,000___
Over $18,000 but not over $20,000___
Over $20,000 but not over $22,000___
Over $22,000 but not over $24,000___
Over $24,000 but not over $28,000____
Over $28,000 but not over $32,000___
Over $£32,000 but not over $38,000___
Over $38,000 but not over $44,000___
Over $44,000 but not over $50,000___
Over $50,000 but not over $60,000___
Over $60,000 but not over $70,000___
Over $70,000 but not over $80,000___

The surtax shall be:
17% of the surtax net income.

$340, plus 18% of excess over $2,000.
$700, plus 219 of excess over $4,000,
$1,120, plus 23% of excess over $6,000.
$1,580, plus 27% of excess over $8,000.
$2.1%0, plus 299, of excess over
$2.706. ﬁlua 33% of excess over
33.366, 1;1ns 369% of exeess over
4,000,
$4,080, plus 399% of excess over
16,000,
34.860600p1us 409 of excess over
$5.660bm;:)lus 449, of excess over
%mboéﬂus 46% of excess over
s7,4sdbogims 49% of excess over
$9,420, I;Ius 519 of excess over
$11,460, plus 55% of excess over
2,000.
$14.76360 plus 599 of excess over
$18300, plus 63% of excess over
$44,000.
$22,080, plus 65% of excess over
$50,000.
%80, plus 689; of excess over

$35,3é0. .plna T19% of excess over
000.

431
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“If the surtax net income is: The surtax shall be:
Over $80,000 but not over $90,000___ $42.480m111us 739% of excess over

Over $90,000 but not over $100,000__ $49.1'§0. plus 779 of excess over
Over $100,000 but not over $150,000__ $5‘I’,48'$o-plns 80% of excess over
Over $150,000 but not over $200,000__ Sﬂg}gfﬁlus 849, of excess over
Over $200,000 but not over $300,000__ Sl:&ﬂ,-ls'ooho?lus 87% of excess over
OvertiB0,000_ o0y B Soea it $226,480060?31us 889% of excess over

“(3) DEFINITION OF HEAD OF HOUSEHOLD—For the purposes
of this chapter, an individual shall be considered a head of a
household if, and only if, such individual is not married at the
close of his taxable year and maintains as his home a household
which constitutes for such taxable gear the principal place of
abode, as a member of such household, of :

“(A) A son, stepson, daughter, or stepdaughter of the
taxpayer, or a descendant of a son or daughter of the tax-
payer, but if such son, stepson, daughter, stepdaughter, or
descendant is married at the close of the taxpayer’s taxable
year, only if the taxpayer is entitled to an exemption for the

" § 25 (b). taxable year for such person under section 25 (b); or
- “(B) Any other person who is a dependent of the taxpayer,
if the taxpayer is entitled to an exemption for the taxable
ear for such person under section 25 (b).
An individual shall be considered as maintaining a household
only if over half of the cost of maintaining the household dur-
ing the taxable year is furnished by such individual,

‘(4) DerERMINATION OF sTATUS.—For the purposes of this sub-
section—

“(A) a legally adopted child of a person shall be con-
sidered a child of such person by blood ;

“(B) an individual who is legally separated from his
spouse under a decree of divorce or of separate maintenance
shall not be considered as married ;

“(C) a taxpayer shall be considered as not married at the
close of his taxable year if at any time during the taxable year
his spouse is a nonresident alien; and

“(D) a ta.x]imyer shall be considered as married at the close
of his taxable year if his sgouse _(other than a spouse
deseribed in subparagraph (C)) died during the taxable

ear.

“(35r) NoxresmENT avnieN.—For the Sur%)oses of this chapter a
taxpayer shall in no case be considered a head of a household if
at any time during the taxable year he is a nonresident alien.”

(b) CompuraTion oF Tax By COLLECTOR.—

(1) Section 51 (f) (1) (relating to tax computed by collector
in case of wage earners) is hereby amended by adding at the end
thereof the following: “In the case of a head of a household
electing the benefits of this subsection, the tax shall be computed
by the collector under Supplement T without regard to the tax-
payer’s status as head of a household.”

L 093, o, 2) Section 402 (relating to effect of election to pay the tax
iy imposed by Supi)lement T) is hereby amended by adding at the
eng thereof the following: “In the case of a heady of a household
electing to have his tax computed by the collector pursuant to the

Cm
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rovisions of section 51 (f), the tax imposed by section 400 shall
Ee computed without regard to the status of the taxpayer as a
head of a household.”
(¢) Errecrive Date.—The amendments made by this section shall
be agglicnbla only with respect to taxable years beginning after
October 31, 1951.

SEC. 302. PAYMENTS TO BENEFICIARIES OF DECEASED EMPLOYEES.

(a) AmeNDpMENT OF SECTION 22 (b) (1).—Section 22 (b) (1) (relat-
ing to exclusion of life insurance proceeds from gross income) is
hereby amended to read as follows:

“(1) LiFe INSURANCE, ETC.—Amounts received—
“(A) under a life insurance contract, paid by reason of
the death of the insured ; or
“(B) under a contract of an employer providing for the
payment of such amounts to the beneficiaries of an employee,
id by reason of the death of the employee;
whether in a single sum or otherwise (but if such amounts are
held by the insurer, or the employer, under an agreement to pay
interest thereon, the interest payments shall be included in gross
income). The ag te of the amounts excludible under sub-
paragraph (B) by all the beneficiaries of the employee under all
such contracts of any one employer may not exceed $5,000.”

(b) Errecrive Date.—The amendment made by this section shall
be applicable with respect to taxable years beginning after December
31, 1950.

SEC. 303. JOINT AND SURVIVOR ANNUITIES.
(a) AmexpMENT oF SEcTioNn 22 (b) (2).—Section 22 (b) (2) is
amended by adding at the end thereof the following new subpara-

graph:

“(C) Joint and Survivor Annuities—For purposes of
subparagraphs (A) and (B) of this para.gragh, where
amounts are received by a surviving annuitant under a joint
and survivor’s annuity contract and the basis of such sur-
vivor annuitant’s interest is determined under section 113 (a
(5) the consideration paid for such survivor’s annuity s
‘be considered to be an amount equal to such basis.”

(b) AmenpMENT OF SectioN 113 (a) (5).—Section 113 (a) (5) is
amended by adding at the end thereof the following: “For the pur-
poses of this paragraph, the survivor’s interest in a joint and sur-
vivor’s annuity shall be considered to be property ‘acquired by bequ
devise, or inheritance’ from the decedent if the death of the decedent
was after December 31, 1950, and if the value of any part of such
interest was required to be included in determining tge value of the
decedent’s gross estate under section 811.”

(¢) Errecrive DaTes.—The amendments made by this section shall
be applicable to taxable years ending after December 31, 1950.

SEC. 304. INCOME FROM DISCHARGE OF INDEBTEDNESS.

(a) AmexpmENT OF ScTION 22 (b) (9).—Effective with respect to
discharges of indebtedness occurring within taxable years ending after
December 31, 1950, section 22 (b) (9) relal:in% to income from dis-
charge of indebtedness) is hereby amended (1) by striking out “if the
taxpayer makes and files at the time of fili % the return, in such
manner as the Commissioner, with the approval of the Secretary, by
regulations prescribes, its consent” and inserting in lieu thereof “if
the taxpayer, at such time and in such manner as the Secretary by
regulations prescribes, makes and files its consent”, and (2) by striking
out the last sentence thereof.
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s i2m (};)_Ammn'r or Secrion 22 (b) (10).—Section 22 (b) (10)

(10). (re to income from discharge of indebtedness of a railroad cor-
poration) is hereby amended by striking out “December 31, 1951” and
inserting in lieu thereof “December 31, 1954”.

SEC. 305. COMPENSATION OF CERTAIN MEMBERS OF THE ARMED

FORCES.
5 Stat. 571. (a) AmexpMENT oF SecrioNn 22 (b) (13).—Section 22 (b) (13)
. (relating to exclusion from gross income of compensation of certain

members of the armed forces) is hereby amended by striking out sub--
paragraphs {A; and (B) and inserting in lieu thereof the following:
“(A) Enlisted Personnel.—Compensation received for
active service as a member below the grade of commissioned
officer in the armed forces of the United States for any month
during any part of which such member—
“(i) served in a combat zone after June 24, 1950,
and prior to January 1, 1954, or
“(1i) was hospitalized as a result of wounds, disease,
or injury incurred while serving in a combat zone prior
to January 1, 1954; but this clause shall not apply for
any month during any part of which there are no com-
- ba}t}a.nt mﬁviﬁia(s Cl}l)l %n corfnh};l-t zone as detﬁrmined under
& subparagrap. 1) of this paragrap
“(B) Commissioned cers—So much of the compen-
sation as does not exceed $200 received for active service as a
commissioned officer in the armed forces of the United States
for any month during any part of which such officer—
‘(i) served in a combat zone after June 24, 1950, and
prior to January 1, 1954, or
“(ii) was hospitalized as a result of wounds, disease,
or injury incurred while serving in a combat zone prior
to January 1, 1954 ; but this clause shall not apply for
any month during any part of which there are no com-
batant activities in any combat zone as determined under
subparagraph (C) (ii1) of this paragraph.”
(b) DeFiNTTION orgmwml: 1N Comear ZoNE—Clause (iii) of section
L oy 22 (b) (18) (C) is hereby amended by striking out “such zone; and”
(13) (0). and inserting in lieu thereof “such zone, except that June 25, 1950,
shall be considered the date of the commencing of combatant activities
U, 8.0.§22n0te. jn the combat zone designated in Executive Order 10195 ; and”.
ot 1 e . (¢) WirHHOLDING ON Wacks.—Section 1621 (a) (1) (relating to
@M. definition of the term “wages”) is hereby amended to read as follows:
“(1) for active service as a member of the armed forces of the
United States performed prior to January 1, 1954, in a month
for which such member is entitled to the benefits of section 22
(b) (13), or”. :
d) Errecrive Dates—The amendments made by subsections (a)
and (b) shall be applicable to taxable years ending after June 24,
1950, e amendment made by subsection (¢) shall be applicable
with respect to wages paid after the tenth day following the date of
the enactment of this Act.

SEC. 306, INVOLUNTARY LIQUIDATION AND REPLACEMENT OF INVEN-

TORY.
(a) AmeNpMENT oF SEcTION 22 (d) (6) (F) (iii).—Section 22 (d)
S St 134, @ (6) (F) (iii) (relating to replacement of inventory involuntarily
(6) (F) (ii). liquidated) is hereby amended by stri.kmg out the last sentence and
inserting in lieu thereof the following: “If, for any taxable year end-
ing after June 30, 1950, and prior to January 1, 1953, subparagraph

)

V%% s @ (C) is applicable with respect to involuntary liquidations of goods

8
(®) (C).
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of the same class subject to the provisions of both subparagraph (A)
and this subparagraph, the involuntary liquidations of such goods sub-
ject to the provisions of ‘this subparagraph shall be considered for
the purpose of subparagraph (C}J as having occurred prior to the
involuntary liquidations ofp such goods subject to the J)rovisions of
subparagraph (A). For the purpose of this clause, and with respect
to the taxable years covered Ey this subparagraph, the reference in
subparagraph (E) to section 734 (d) shall be taken as a reference to
section 452 (d).”

(b) Errective Date—The amendment made by subsection (a)
shall be applicable with respect to taxable years ending after June
30, 1950.

SEC. 307. MEDICAL EXPENSES.

(a) AMENDMENT OF SecTiON 23 (x).—Section 23 (x) (relating
If;o“medical, dental, etc., expenses) is hereby amended to read as

ollows:

“(x) Meproar, DENTaL. Erc., ExrENses.—Expenses paid during the
taxable year, not compensated for by insurance or otherwise, for
medical care of the taxpayer, his spouse, or a dependent specified in
section 25 (b) (3)—

(1) If neither the taxpayer nor his spouse has attained the age
of 65 before the close of the taxable year, to the extent that suc
expenses exceed 5 per centum of the adjusted gross income; or

(2) If either the taxpayer or his spouse has attained the age
of 65 before the close of the taxable year, SA) the amount of such
expenses for the care of the taxpayer and his spouse, and (B) the
amount by which such expenses for the care of such dependents
exceed 5 per centum of the adjusted gross income.

The deduction under this subsection shall not be in excess of $1,250
multiplied by the number of exemptions allowed under section 25 (b)
for the taxaﬁ]e year (exclusive oiP exemptions allowed under section
25 (b) (1) (B) or (C), with a maximum deduction of $2,500, except
that the maximum deduction ghall be $5,000 in the case of a joint
return of husband and wife under section 51 (b). The term ‘medical
care’y as used in this subsection, shall include amounts paid for the
diagnosis, cure, mitigation, treatment, or prevention of disease, or
for the purpose of affecting any structure or function of the body
(including amounts paid for accident or health insurance). The
determination of whether an individual is married at any time during
the taxable year shall be made in accordance with the provisions of
section 51 (b) (5).”

(b) Errecrive Date.—The amendment made by this section shall
be applicable with respect to taxable years beginning after December
31, 1950.

SEC. 308. STANDARD DEDUCTION.

(a) MerHop oF ELecTioON.—Subparagraphs (A) and (B) of section
23 (aa) (3) (relating to optional standard deduction for individuals)
are hereby amended by striking out the word “only”; and subpara-
graph (C) of section 23 (aa) (3) is hereby amended to read as follows:

“(C) If the taxpayer upon making his return fails to
siﬁnify, in the manner provided by subparagraph (A) or
(B). his election to take the standard deduction, such failure
shall be considered his election not to take the standard
deduction.”

(b) Cmance or Erection.—Section 23 (aa) is hereby amended by
adding at the end thereof the following new paragraph:

“(7) Crange or rectioN,—Under regulations prescribed by
the Secretary, a change of an election to take, or not to take, the

485
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standard deduction for any taxable year may be made after the
filing of the return for such year. I¥ the spouse of the taxpayer
filed a separate return for any taxable year corresponding, for
the p o pa.ra%mph (4), to the taxable year of the tax-
payer, the change shall not be allowed unless, in accordance with

such regu]ations—
“(A) the spouse makes a change of election with respect
to the standard deduction for the taxable year cov in

such separate return, consistent with the change of election
sought lgjthe taxpayer, and
“(B) the taxpayer and his spouse consent in writing to the
assessment, within such period as may be agreed upon with
the Secretary, of any deficiency, to the extent attributable to
such change of election, even though at the time of the filing
of such consent the assessment of such deficiency would other-
wise be prevented by the operation of any law or rule of law.
This Paragraph shall not apply if the tax liability of the tax-
payer’s spouse, for the taxable year corresponding (for the pur-
ses of paragraph (4)) to the taxable year of the taxpayer, has
E:au compromised under the provisions of section 3761.’
(c) Errecrive DaTE.—The amendments made by this section shall
be applicable only with respect to taxable years beginning after De-
cember 31, 1949.

SEC. 305. EXPENDITURES IN THE DEVELOPMENT OF MINES.

(a) Depucrion or Expenprrures.—Section 23 (relating to deduc-
tions from fross income) is hereby amended by adding at the end
ollowing new subsection :

“(cc) DeveLoPMENT oF MINES.—

“(1) In geneEraL.—Except as provided in paragraph £2), all
expenditures paid or incurred during the taxable year for the
development of a mine or other natural deposit (other than an
oil or gas well) if paid or incurred after December 31, 1950, and
after the existence of ores or minerals in commercially market-
able quantities has been disclosed. This subsection shall not apply
to expenditures for the acquisition or improvement of property
of a character which is subject to the allowance for depreciation

rovided in section 23 (1), but allowances for depreciation shall
Ee considered, for the purposes of this subsection, as expenditures.

“(2) EwrecrioN oF TAXPAYER.—AL the election of the taxpayer,
made in accordance with regulations prescribed by the Secretary,
expenditures described in paragraph (1) paid or incurred durin
the taxable year shall be treated as deferred expenses and sha
be deductible on a ratable basis as the units of produced ores or
minerals benefited by such expenditures are sold. In the case of
such expenditures paid or incurred during the development stage
of the mine or deposit, the election shall apply only with respect
to the excess of such expenditures during the taxable year over
the net receipts during the taxable year from the ores or minerals
produced from such mine or deposit. The election under this
paragraph, if made, must be for the total amount of such expendi-
tures, or the total amount of such excess, as the case may be, with
respect to the mine or deposit, and shall be binding for such
taxable year.

“(8) ADJUSTED BASIS OF MINE OrR DEPOSIT.—The amount of
expenditures which are treated under paragraph (2) as deferred
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expenses shall be taken into account in computing the adjusted
basis of the mine or deposit, except that such amount, and the
adjustments to basis provided in section 113 (b) £1 (J), shall
disregarded in determining the adjusted basis of the property
for the purpose of computing a deduction for depletion under
section 114.

(b) ApsusteEp Basis ror DerTermiNING Garx or Loss UroN Sare

or Excmanee.—Section 113 (b) (1) (relating to adjusted basis of
roperty) is hereby amended by adding at the end thereof the
following subparagraph:

“(J) for amounts allowed as deductions as deferred
expenses under section 23 (cc) §2) (relating to certain
expenditures in the development of mines) and resulting in
a reduction of the taxpayer’s taxes under this chapter, but
not less than the amounts allowable under such section for
the taxable year and prior years.”

(¢) TecENICAL AMENDMENT.—Section 24 (a) (2) (relating to
items not deductible) is hereby amended by adding after the
“estate” the following: “, except expenditures for the development
of mines or deposits deductible under section 23 éccg”.

(d) Errective Date.—The amendments made by this section shall
be applicable to taxable years ending after December 31, 1950.

SEC. 310. GROSS INCOME OF DEPENDENT OF TAXPAYER.

25(?12) I(N():m(nf)s)n (IN 1.:.];!0131?1' or Gross I%moam P](l:lnumrrf.b.—Sectio?
2 relating to exemptions for dependents of taxpayer
i by amended by stl‘lrlgking out g':$500” and inserting in lieu thereof

mherg

(b) Erreorive Date.—The amendment made by subsection (a) shall
be applicable only with respect to taxable years beginning after
December 31, 1950,

SEC. 311. CREDIT FOR DIVIDENDS RECEIVED.

(a) Divioenps rrom ForeigNy CorpoRatioN ENcaeEp 1N TRADE OR
Business 1n THE UNrrep Srares.—Section 26 (b) (relating to divi-
dends received credit) is hereby amended by inserting after paragraph
(2) the following new paragraph:

. &3) D1vIDENDS RECEIVED FROM CERTAIN FOREIGN CORPORATIONS.—
In the case of dividends received from a foreign corporation (other
than a foreign personal holding companyfuwhich is subject to
taxation under thi Gh?i?m, if, for an uninterru period of not
less than 36 months ending with the close of such foreign corpora-
tion’s taxable year in which such dividends are paid (or, if the

ration has not been in existence for 36 months at the close of
such taxable year, for the period the foreign corporation has been
in existence as of the close of such taxable year) such foreign
corporation has been in trade or business within the
United States and has derived 50 per centum or more of its gross
income from sources within the United States—

“(A) an amount equal to 85 per centum of the dividends
received out of its earnings or profits specified in clause (2
of the first sentence of section 115 (a), but such amount shall
not exceed an amount which bears the same ratio to 85 per
centum of such dividends received out of such earnings or
profits as the gross income of such foreign corporation for
the taxable year from sources within the United States bears
to its 1ncome from all sources for such taxable year, and

“(B) an amount equal to 85 per centum of the dividends
received out of that part of its earnings or profits specified in
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clause (1) of the first sentence of section 115 (a) accumulated
after the befummg of such umnterru;;lted period, but such
amount shall not exceed an amount which bears the same ratio
to 85 per centum of such dividends received out of such
accumulated earnings or profits as the gross income of such
foreign corporation from sources within the United States
for the portion of such uninterrupted period ending at the
beginning of such taxable year bears to its gross income from
all sources for such portion of such uninterrupted period.
For determination of earnings or profits distributed in any taxable
: ear, see section 115 (b).”

(1‘3 TecENIcAL AMENDMENT—Section 119 (a) (2) (B) (relating
to rules as to source of income in the case of dividends) is hereby
amended by inserting before the semicolon at the end thereof the
following: “to the extent exceeding the amount which is 100/85ths of
the amount of the credit allowable under section 26 (b) in respect of
such dividends”.

(¢) Errecrive Dare.—The amendments made by this section shall
be applicable only with respect to taxable years beginning after
December 31, 1950,

SEC. 312. JOINT RETURN AFTER FILING SEPARATE RETURN.

Sl.) Cuanae or EueorioN.—Section 51 of the Internal Revenue Code
(relating to n:ua,l(irygtl of individual returns) is hereby amended by
adding at the end thereof the following new subsection:

“(g) Jomnt RETURN AFTir FILING SEPARATE RETURN.—

“(1) I~ geNeran.—If an individual has filed a separate return
for a taxable year for which a joint return could have been made
by him and his spouse under subsection (b) of this section, and
tge time prescribed by law for filing the return for such taxable
year has expired, such individual and his spouse may nevertheless
make a joint return for such taxable year. A joint return filed
b¥ the husband and wife in such a case shall constitute the return
of the husband and wife for such taxable year, and all payments,
credits, refunds, or other repayments made or allowed with
to the separate return of either spouse for such taxable year shall
be taken into account in determining the extent to which the tax
based upon the joint return has been paid.

“(2) %?Armm REQUIRED BEFORE JOINT RETURN CAN BE MADE.—
A joint return can be made under paragraph ?L only if there is
paid in full at or before the time of the filing of the joint return—

“(A) all amounts previously assessed with respect to either
use for such taxable year;
“(B) all amounts shown as the tax by either spouse upon
his separate return for such taxable year; and
* Cg any amount determined, at the time of the filing of
the joint return, as a deficiency with resg)ect to either spouse
for such taxable fyear if,egrior to such filing, a notice under
section 272 (a) of such deficiency has been mailed.

“(3) TIME FOR MAKING JOINT RETURN.—A joint return cannot
be made under p aph (1)—

“(A) after the expiration of three years from the last
date prescribed by law for filing the return for such taxable
year (determined without regard to any extension of time
granted to either spouse) ;

“(B) after there has been mailed to either spouse, with
respect to such taxable year, a notice of deficiency under
section 272 (a), if the spouse, as to such notice, files a petition
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with the Tax Court of the United States within the time
prescribed in such section ; :
“(C) after either spouse has commenced a suit in an
court for the recovery of any part of the tax for such taxable
ear; or
I (D) after either spouse has entered into a closin% agree-
ment, under section 83760 with respect to such taxable year,
or after any civil or criminal case arising against either
spouse with respect to such taxable year has been com-
promised under section 3761.

“(4) ELECTIONS MADE IN SEPARATE RETURN.—If a joint return
is made under this subsection, any election (other than the elec-
tion to file a separate return) made by either spouse in his sepa-
rate return for such taxable year with respect to the treatment
of any income, deduction, or credit of such spouse shall not be

cha in the making of the joint return where such election
would have been irrevocable if the joint return had not been
made.

“(5) Deatm or spousE.—If a joint return is made under this
subsection after the death of either spouse, such return with
respect to the decedent can be made only by his executor or
administrator.

“(6) ApprTioNs T0 THE TAX.—Where the amount shown as the
tax by the husband and wife on a joint return made under this
subsection exceeds the aggregate of the amounts shown as the
tax upon the separate return of each spouse—

“(A) Negligence.—If any part of such excess is attribu-
table to negligence or intentional disregard of rules and regu-
lations (but without intent to defraud) at the time of the
making of such separate return, then 5 per centum of the
total amount of such excess shall be assessed, collected, and
paid in the same manner as if it were a deficiency;

“(B) Fraud.—If any part of such excess is attributable
to fraud with intent to evade tax at the time of the maki
of such separate return, then 50 per centum of the tota
amount of such excess shall be so assessed, collected, and
paid, in lieu of the 50 per centum addition to the tax pro-
vided in section 3612 (d) (2). 53 Stat, 437

“(7) RuULEs FOR APPLICATION OF SECTIONS 275 AND 201.—For (@ (.
the purposes of section 275 (relating to period of limitations upon
assessment and collection), and for the purposes of section 291 55t 868,
(relating to delinquent returns), a joint return made under this 1. =
subsection shall be deemed to have been filed—

“(A) where both spouses filed separate returns prior to
making the joint return—on the date the last separate re-
turn was filed (but not earlier than the last date prescribed
by law for filing the return of either spouse) ;

“(B) where only one spouse filed a separate return prior
to the making of the joint return, and the other spouse had
less than $600 of gross income for such taxable year—on the
date of the filing of such separate return (but not earlier
than the last date prescribed by law for the filing of such
separate return) ; or

“(C) where only one spouse filed a separate return prior
to the making of the joint return, and the other spouse had

ss income of $600 or more for such taxable year—on the
ate of the filing of such joint return.

“(8) RULE FOR APPLICATION OF SEOTION 322.—For the purposes
of section 322 (relating to refunds and credits), a joint return
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made under this subsection shall be deemed to have been filed on
the last date prescribed by law for filing the return for such tax-
able year (determined without regard to any extension of time
granted to either spouse).

“(9) ADDITIONAL TIME FOR ASSESSMENT.—If a joint return is
made under this subsection, the period of limitations provided in
sections 275 and 276 on the making of assessments and the begin-
ning of distraint or a proceeding in court for collection shall with
respect to such return include one year immediately after the
date of the filing of such joint return (computed without regard
to the provisions of paragraph (7) of this subsection).

“(10) RuLE FOR APPLICATION OF SECTION 3809 (a).—For the pur-
poses of section 3809 (a) (relating to criminal penalties in the case
of fraudulent returns) the term ‘return’ includes a separate re-
turn filed by a spouse with respect to a taxable year for which a
joint return is made under this subsection after the filing of such
separate return.”

(b) Errecrive DaTe.—The amendment made by subsection (a) shall
be applicable only with respect to taxable years beginning after
December 31, 1950.

SEC. 313. MUTUAL SAVINGS BANKS, BUILDING AND LOAN ASSOCIA-
TIONS, COOPERATIVE BANKS.

(a) MuruaL SaviNes Banks—Section 101 (2) (relating to exemp-
tion from tax of mutual savings banks) is hereby repealed.

(b) Bumbing anp LoaN AssociaTioNs AND COOPERATIVE BANKS.—
Section 101 (4) (relating to exem;ii;ion from tax of building and loan
?s?iociations and cooperative banks) is hereby amended to read as

ollows:

“(4) Credit unions without capital stock organized and oper-
ated for mutual purposes and without profit; and corporations or
associations without capital stock organized prior to September 1,
1951, and operated for mutual pmgoses and without profit for
the purpose of providing reserve funds for, and insurance of,

[656 BraT.

shares or deposits in—
“(A) domestic building and loan associations,
“(B; cooperative ba without capital stock organized
and operated for mutual purposes and without profit, or
“((E_Ed mutual savings banks not having capital stock rep-
resen

b¥‘aha.ma;”.
(c) Exemerions From Excess Prorrrs Tax.—Section 454 (corpora-
tions examﬁt from the excess profits tax) is hereby amended by adding
at the end thereof the following :

y EE]]]:;) Any mutual savings bank not having capital stock represented
by shares, any domestic building and loan association (as defined in
section 3797 (a) (19)), and any cooperative bank without capital stock
organized and operated for mutual purposes and without profit.”

(d) Feoeran SaviNgs aNp Loan AssociaTions.—Section 5 (h) of
the Home Owners’ Loan Act of 1933, as amended (12 U. 8. C. 1464
Sll) ), is hereby amended by striking out “date)” and inserting in lieu

ereof the following: “date, and except, in the case of taxable years
beginning after December 31, 1951, income, war-profits, and excess-
profits taxes)”,

(e) Bap Dt Reserves.—Section 23 (k) (1) (relating to deduction
from gross income of bad debts) is hereby amended by adding at the
end thereof the following: “In the case of a mutual savings bank not
having capital stock represented by shares, a domestic building and
loan association, and a cooperative{)ank without capital stock organ-
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ized and operated for mutual purposes and without ({)roﬁt, the
reasonable addition to a reserve ¥or bad debts shall be determined
with due regard to the amount of the taxpayer’s surplus or bad debt
reserves existing at the close of December 31, 1951. the case of a
taxpayer described in the preceding sentence, the reasonable addition
to a reserve for bad debts for any taxable year shall in no case be less
than the amount determined by the taxpayer as the reasonable addi-
tion for such year ; except that the amount determined by the taxpayer
under this sentence shall not be greater than the lesser of (A) the
amount of its net income for the taxable year, computed without regard
to this subsection, or (B) the amount by which 12 per centum of the
total deposits or withdrawable accounts of its depositors at the close
of such year exceeds the sum of its surplus, undivided profits, and
reserves at the beginning of the taxable year.”

(f) Divipenps Pam 10 DEPosrrors.—Section 23 (r) (relating to
the deduction from income of certain dividends paid by banking
corporations) is hereby amended to read as follows:

“(r) DivipEnps Pam By BANKING CORPORATIONS.—

“(1) In the case of mutual savings banks, cooperative banks,
and domestic building and loan associations, amounts paid to, or
credited to the accounts of, depositors or holders of accounts as
dividends on their deposits or withdrawable accounts, if such
amounts paid or credited are withdrawable on demand subject
only to customary notice of intention to withdraw.

“(2) For deduction of dividends paid by certain other banking
corporafions, see section 121.”

2) vcrioN For RepayMeNT oF CerTaIN Loans.—Section 23
(relating to deductions from gross income) is hereby amended by
adding at the end thereof the following:

“(dd) RepaymenT BY MUTUAL SAvings BANks, Erc., oF CerTAIN
Loans.—In the case of a mutual savings bank not having capital stock
represented by a domestic building and loan association, or a
cooperative bank without capital stock organized and operated for
mutual tgurpoaes and without profit, amounts paid by the taxpayer
during the taxable year in repayment of loans made prior to September
1, 1951, by (1) the United States or any cy or instrumentality
thereof which 1s wholly owned by the United States, or (2) any mutual
fund established under the authority of the laws of any State.”

(h) DeriniTiON OF BANK.—Section 104 (a) (relating to definition of
bank) is hereby amended by inserting at the end thereof the following :
“Such term also means a domestic building and loan association.”

(i) DeFintTioNn oF Domestic Buitning anp Loan AssociaTion.—
Section 3797 (a) (relating to definitions for the pm;g)ﬂes of the Inter-
nal Revenue Code) is hereby amended by adding at the end thereof the
following new paragraph:

‘*{kﬁg) DOMESTIC BUILDING AND LOAN ASSOCIATION.—The term
‘domestic building and loan association’ means a domestic build-
in% and loan association, a domestic savings and loan association,
and a Federal savings and loan association, substantially all the
business of tvhich is confined to making loans to members.”

(j) Errecrive Date.—The amendments made by this section shall
be applicable only with respect to taxable years beginning after
December 31, 1951.

SEC. 314. INCOME TAX TREATMENT OF EXEMPT COOPERATIVES.
(a) AmenpmenT oF Secrion 101 (12).—Section 101 (12) is hereby

amended as follows:
(1) By inserting after “(12)” the following: “(A)”.
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2) By inserting after such paragraph the following:

‘{ (}3) An organ?zation exempt from taxation under the pro-
visions of subparaﬁmph (A) shall be subject to the taxes imposed
by sections 13 and 15, or section 117 (¢) (1), except that in
computing the net income of such an organization there shall be
allowed as deductions from gross income (in addition to other
deductions allowable under section 23)—

“(i) amounts paid as dividends during the taxable' year
upon its capital stock, and
“(ii) amounts allocated during the taxable year to patrons
with respect to its income not derived from pa.trona%a
(whether or not such income was derived during such taxable
year) whether paid in cash, merchandise, capital stock, revolv-
ing fund certificates, retain certificates, certificates of
indebtedness, letters of advice, or in some other manner that
discloses to each patron the dollar amount allocated to him.
Allocations made after the close of the taxable year and on
or before the fifteenth day of the ninth month following the
close of such year shall be considered as made on the last day
of such taxable year to the extent the allocations are attribu-
table to income derived before the close of such year.
Patronage dividends, refunds, and rebates to patrons with respect
to their patronage in the sume or preceding years (whether paid
in cash, merchandise, capital stock, revolving fund certificates,
retain certificates, certificates of indebtedness, letters of advice, or
in some other manner that discloses to each patron the dollar
amount of such dividend, refund, or rebate) shall be taken into
account in computing net income in the same manner as in the
case of a cooperative organization not exempt under subpara-
graph (A). Such dividends, refunds, and rebates made after the
close of the taxable year and on or before the 15th day of the ninth
month following the close of such year shall be considered as made
on the last day of such taxable year to the extent the dividends,
refunds, or rebates, are attributable to patronage occurring before
the close of such year.”

(b) TECHNICAL AMENDMENTS.—

(1) Section 101 is hereby amended by striking out “Except as

rovided in supplement U” and inserting in lieu thereof the fol-

owing : “Except as provided in paragraph (12) (B) and in sup-
plement U”. '

2) The last sentence of section 101 is hereby amended by
striking out “Notwithstanding supplement U” and inserti
in lieu thereof “Notwithstanding paragraph (12) (B) an
supplement U".

(e) INForMaTION RETURNS.—Section 148 (relating to information
by eorporations) is hereby amended by adding at the end thereof the
following :

“(f) ParroNage DivipExvs—Any corporation allocating amounts
as patronage dividends, rebates, or refunds (whether in cash, mer-
chandise, capital stock, revolving fund certificates, retain eertiﬁcates_.
certificates of indebtedness, letters of advice, or in some other manner
that discloses to each patron the amount of such dividend, refund, or
rebate) shall render a correct return stating (1) the name and address
of each patron to whom it has made such allocations amounting to
$100 or more during the calendar year, and (2) the amount of such
allocations to each patron. If required by the Secretary, any such
corporation shall render a correct return of all patronage dividends,
rebates, or refunds made during the calendar year to its patrons.
This subsection shall not apply in the case of any corporation (includ-
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ing any cooperative or nonprofit corporation engaged in rural electri-
fication) exempt from taxation under section 101 %10} or (11) or in
the case of any corporation subject to a tax imposed by supplement G.”

d) Errecrive Date.—The amendments made by subsections gm)
and (b) of this section shall be applicable only with respect to taxable
years beginning after December 31, 1951. e amendment made by
subsection (c) shall be applicable to the calendar year 1951 and
subsequent calendar years,

SEC. 315. SURTAX ON CORPORATIONS IMPROPERLY ACCUMULATING
SURPLUS.

eé:l Lone-TerM Carrran Gains.—Section 102 (d) (1) (relating to
definition of section 102 net income& is hereby amended by adding at
the end thereof the following new subparagraph :

“(D) Long-Term Capital Gains.—The excess of the net
long-term capital gain for the taxable year over the net short-
term capital loss for such year, minus the taxes imposed by
this chapter attributable to such excess, The taxes attribu-
table to such excess shall be an amount equal to the difference
between (i) the taxes imposed by this chapter (except the tax
imposed by this section) for such year and (ii) such taxes
computed for such year without including such excess in net
income.”

(b) Errective DaTE.—The amendment made by subsection (a) shall
be applicable only with respect to taxable years beginning after
December 31, 1950.

SEC. 316. ELECTION AS TO RECOGNITION OF GAIN IN CERTAIN COR-
PORATE LIQUIDATIONS.

hereby amended by striking out in subparagraph (A) (i1) “1951” and
by inserting in lieu thereof g19.")1 or 19527,

(b) Basis or ProPErTY.—Section 113 (19,) (18) (relating to basis of
property received in certain corporate liquidations) is amended by
striking out “the Revenue Act of 1950” and by inserting in lieu thereof
“any revenue act”.

(c) ErrEcTive DaTe.—The amendments made by this section shall
be applicable only to taxable years ending after December 31, 1951.

SEC. 317. CERTAIN DISTRIBUTIONS OF STOCK ON REORGANIZATION.

(a) DistriBuTions Nor v LiquinaTioN,.—Section 112 (b) (relating
to nonrecognition of gain or loss in the case of certain exchanges) is
hereby amended by adding at the end thereof the following new

aragraph:

& ?11) DISTRIBUTION OF STOCK NOT IN LIQUIDATION.—If there is
distributed, in pursuance of a plan of reorganization, to a share-
holder of a corporation which is a party to the reorganization,
stock (other than preferred stock) in another corporation which
is a party to the reorganization, without the surrender by such
shareholder of stock, no gain to the distributee from the receipt
of such stock shall be recognized unless it appears that (A) any
corporation which is a party to such reorganization was not
intended to continue the active conduct of a trade or business
after such reorganization, or (B) the corporation whose stock is
distributed was used principally as a device for the distribution of
earnings and profits to the shareholders of any corporation a party
to the reorganization.” .

(b) Basis or Strock.—Section 113 (a) (relati
for determining gain or loss) is hereby amended
thereof the following new paragraph:

n%to unadjusted basis
y adding at the end
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“(23) Tax-rreE DISTRIBUTIONS.—If the property consists of
stock distributed after the date of the enactment of the Revenue
Act of 1951 to a taxpayer in connection with a transaction de-

v scribed in section 112 (b) (11) (hereinafter in this paragraph
called ‘new stock’), or consists of stock in respect of w 'c]})x such dis-
tribution was made (hereinafter in this paragraph called ‘old
stock’), then the basis of the new stock and of the old stock, respec-
tively, shall, in the shareholder’s hands, be determined by allocat-
ing between the old stock and the new stock the adjusted basis of
the old stock; such allocation to be made under regulations pre-
scribed by the Secretary.”

(c) Errecrive Date.—The amendments made by this section shall
be applicable with respect to taxable years ending after the date of the
enactment of this Act, but shall apply only with respect to distribu-
tions of stock made after such date.

SEC. 318. GAIN FROM SALE OR EXCHANGE OF TAXPAYER’S RESIDENCE.
(a) NonrecoantTIoN oF GamN v Cerrain Cases.—Section 112 (re-

26 8ces. 81, lating to recognition of gain or loss) is hereby amended by adding at
%%'E‘?g.uz. the end thereof the following new subsection:

“(n) Gain From SALE or EXCHANGE oF RESIDENCE—

“(1) NONRECOGNITION OF GAIN.—If progerty (hereinafter in
this subsection called ‘old residencé’ﬁ used by the taxpayer as
his principal residence is sold by him and, within a period
beginning one ﬁear prior to the date of such sale and ending one
year after such date, property (hereinafter in this subsection
called ‘new residence’) 1s purchased and used by the taxpayer as
his principal residence, gain (if any) from such sale shall be
recognized only to the extent that the taxpayer’s se]]i.n%] price
of the old residence exceeds the taxpayer’s cost of purchasing
the new residence. :

“(2) RULES FOR APPLICATION OF SUBSECTION.—For the purposes
of this subsection :

“(A) An exchange by the taxdpayer of his residence for
other Empe!‘ty shall be considered as a sale of such residence
and the acquisition of a residence upon the excha of
property shall be considered as a purchase of such residence.

“(B) If the taxpayer’s residence (as a result of its destruc-
tion in whole or in part, theft, or seizure) is compulsoril
or involuntarily converted into property or into money, su
destruction, theft, or seizure shall be considered as a sale of
the residence; and if the residence is so converted into prop-
erty which is used by the taxpayer as his residence, such
conversion shall be considered as a purchase of such property
by the taxpayer.

“(C) In the case of an exchange or conversion described in
subparagraph (A) or (B), in determining the extent to which
the selling price of the old residence exceeds the taxpayer’s
cost of purchasing the new residence, the amount ized
by the taxpayer upon such exchange or conversion shall be
considered the selling price of the old residence.

“(D) A residence any part of which was constructed or
reconstructed by the taxpayer shall be considered as pur-
chased by the taxpayer. In determining the taxjn:‘fer’s cost,
of purchasing a residence, there shall be inclu only so
much of his cost as is attributable to the acquisition, con-
struction, reconstruction, and improvements made which are
properly chargeable to capital account, during the period

specified in paragraph (1).
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“(E) If a residence is purchased by the taxpayer prior to
the date of his sale of the old residence, the purchased resi-
dence shall not be treated as his new residence 1f sold or other-
wise dis of by him prior to the date of the sale of the
D](‘l‘(rl?‘s)i ffnctg. during th iod deseribed i
e taxpayer, during the peri escrl in para-
ph (1), purchases more than one residence which is used ~ Ane, . 4%.
y him as his principal residence at some time within one year
after the date of the sale of the old residence, only the last of
such residences so used by him after the date of such sale shall
constitute the new residence. If within the one year referred
to in the preceding sentence property used by the taxpayer
as his principal residence is destroyed, stolen, seized, requi-
sitioneg, or condemned, or is sold or exchanged under threat
or imminence thereof, then for the purposes of the preceding
sentence such one year shall be considered as ending with the
date of such destruction, theft, seizure, requisition, condem-
nation, sale, or exch )
“(GS In the case of a new residence the construction of
which was commenced by the taxpayer prior to the expira-
tion of one year after the date of the sale of the old residence,
the period specified in pam%:aph &11), and the one year
referred to in subparagraph (F) of this paragraph, shall be
considered as including a period of 18 months beginning
with the date of the sale of the old residence.
“(3) Lrmrrarion.—The provisions of paragraph (1) shall not
be apﬁlica.ble with respect to the sale of the taxpayer’s residence
if within one year prior to the date of such sale the taxpayer sold
at a gain other property used by him as his principal residence,
and any part of such gain was not recognized by reason of the pro-
visions of paragraph (1). For the purposes of this paragraph, the
destruction, theft, seizure, requisition, or condemnation of prop-
erty or the sale or exchange of property under threat or imminence
thereof, shall not be considered as a sale of such property.
“&4) Basis or NEw RESIDENCE.—Where the purchase of a new
residence results, under paragraph (1), in the nonrecognition of
gain upon the sale of an old residence, in determining the adjusted
asis of the new residence as of any time following the sale of the
old residence, the adjustments to basis shall include a reduction
by an amount equal to the amount of the gain not so recognized
upon the sale of the old residence. For this purpose, the amount
of the gain not so reco%mzed upon the sale of the old residence
includes only so much of such gain as is not recognized by reason
of the cost, up to such time, of purchasing the new residence.
“(5) TENANT-STOCKHOLDER IN A COOPERATIVE APARTMENT CORPO-
raTION.—For the purposes of this subsection, section 113 (b) (1)
(K), and section 117 (h) (7), references to property used by the o p- 407
taxpayer as his principal resid’ence, and references to the residence
of a taxpayer, shall include stock held by a tenant-stockholder
(Sas defined in section 23 &z) (2)) in a cooperative apartment (as
efined in such seection) if— (@
“(A) in the case of stock sold, the apartment which the
taxpayer was entitled to occupy as such stockholder was used
by him as his principal residence, and
“(B) in the case of stock purchased, the taxpayer used as
his principal residence the apartment which he was entitled
to occupy as such stockholder. _
“(6) HusBanp anp wiFe—If the taxpayer and his spouse, in
accordance with regulations which shall be prescribed by the Sec-

76100 O - 52 (PT. I) - 34
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retary pursuant to this paragraph, consent to the application of
subparagraph (B) of th?s paragraph, then—

r&g‘;) for the purposes of this subsection, the words ‘tax-

payer’s selling price of the old residence’ shall mean the sell-

rice (of the taxpayer, or of the taxpayer and his spouse)

of the old residence, and the words ayer’s cost of purchas-

ing the new residence’ shall mean the cost (to the taxpayer,

his spouse, or both) of purchasing the new residence (whether

held by the taxpayer, his spouse, or the taxpayer and his
spouse) ; and .

“(B) somuch of the gain upon the sale of the old residence
as is not recognized solely by reason of this pa.ragraﬁoh, and
so much of the adjustment under liaragraph 4) to the basis
of the new residence as results solely from this paragraph,
shall be allocated between the taxpayer and his spouse as
provided in such regulations.

This paragraph shall apgly only if the old residence and the new
residence are each used by the taxpayer and his spouse as their
principal residence. In case the taxpayer and his spouse do not
consent to the application of subparagraph (B) of this Eara,graph,
then the recognition of gain upon the sale of the old residence
shall be determined under this subsection without regard to the
rules provided in this paragraph. .

“%? Starure oF LiMiTaATIONS.—If the taxpayer during a
taxable year sells at a gain property used by him as his principal
residence, then—

“(A) the statutory period for the assessment of any
deficiency attributable to any part of such gain shall not
expire prior to the expiration of three years from the date
the Secretary is notified by the taxpayer (in such manner
as the Secretary may by regulations prescribe) of—

“(i) the taxpayer’s cost of purchasing the new resi-
dence which the taxpayer claims results in nonrecog-
nition of any part of such gain,

“(ii) the taxpayer’s intention not to purchase a new
residence within the period specified in g:ra.graph (1),or -

“(iii) a failure to make such purchase within such
E;ariod; and

“(B) such deficiency may be assessed prior to the expira-
tion of such three-year period notwithstanding the provisions
of any other law or rule of law which would otherwise
prevent such assessment.”

(b) TecuNICAL AMENDMENTS.—

(1) Section 112 (f) (relating to involuntary conversions) is
hereby amended by adding at the end thereof the following:
“This subsection shall not aplply, in the case of property used
by the taxpayer as his principal residence, if the destructioilﬂthefb,
seizure, requisition, or condemnation of the residence, or the sale
or exchange of such residence under threat or imminence thereof,
occurred after December 31, 1950.”

(2) Section 113 (a) (9) (relating to basis of property acquired
as a result of involuntary conversions) is hereby amended bﬁ
adding at the end themo;ythe following : “This paragraph sha
not apply in respect of property acquired as a result n% a compul-
sory or involuntary conversion of property used by the taxpayer
as[zis principal residence if the destruction, theft, seizure, requi-
sition, or condemnation of such residence, or the sale or exchange
of such residence under threat or imminence thereof, occurred
after December 31, 1950.”



65 Star.] PUBLIC LAW 183—OCT. 20, 1951

(8) Section 113 (b) (1) (relating to adjusted basis of property)

is hereby amended by adding at the end thereof the following new «

subparagraph : ) d
S K})in the case of a residence the acquisition of which
resulted, under the provisions of section 112 (n), in the non-
recognition of any part of the gain realized upon the sale,
exchange, or involuntary conversion of another residence, to

the extent provided in section 112 &n) (4).” . )

(4) Section 117 (h) (relating to determination of holding

eriod) is hereby amended by adding at the end thereof the
ollowing new paragraph: )

“(7) In determining the period for which the taxpayer has
held a residence, the acquisition of which resulted under section
112 (n) in the nonrecognition of any part of the gain realized on
the sale, exchange, or involuntary conversian of another residence,
there shall be included the period for which such other residence
had been held as of the date of such sale, exchange, or involuntary
conversion.”

(5) Section 276 (relating to period of limitation upon assess-
ment and collection) is hereby amended by adding at the end
thereof the following:

“(e) Gain Uron Sare or ExcHaNcE oF RESIDENCE.—In the case of
a deficiency described in section 112 (n) (7), such deficiency may be
assessed at any time prior to the expiration of the time therein
provided.”
(¢) Errecrive DaTe.—The amendments made by this section shall
be applicable to taxable years ending after December 31, 1950, but the
rovisions of section 112 (n) (1) and (6) of the Internal Revenue
ode shall apply only with respect to residences sold (within the
meaning of such section) after such date.

SEC. 319. PERCENTAGE DEPLETION.

(a2) ArLowance oF PerceEnTAGE DEPLETION.—S0 much of paragraph
4) of section 114 (b) as precedes the last sentence of subparagraph
A) is hereby amended to read as follows:

“(4) PERCENTAGE DEPLETION FOR COAL AND METAL MINES AND FOR
CERTAIN OTHER MINES AND NATURAL MINERAL DEPOSITS.—

“(A) I~ ceneraL—The allowance for depletion under
section 23 (m) in the case of the following mines and other
natural deposits shall

“(i) inthe case of sand, gravel, slate, stone (including
pumice and scoria), brick and tile clay, shale, oyster shell,
clam shell, granite, marble, sodium chloride, and, if from
brine wells, calcium chloride, magnesium chloride, and
bromine, 5 per centum,

“(ii) in the case of coal, asbestos, brucite, dolomite,
magnesite, perlite, wollastonite, calcium carbonates, and
magnesium carbonates, 10 per centum

“(iii) in the case of metal mines, aplite, bauxite, fluor-
spar, flake graphite, vermiculite, beryl, garnet, feldspar,
mica, tale (including pyroph?lite , lepidolite, spodu-
mene, barite, ball clay, sagger clay, china clay, ti};osphat,e
rock, rock asphalt, trona, bentonite, gilsonite, thenardite,
borax, fuller’s earth, tripoli, refractory and fire clay,
quartzite, diatomaceous earth, metallurgical grade lime-
stone, chemical grade limestone, and potash, 15 per
centum, and

“(iv) in the case of sulfur, 23 per centum,
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of the gross income from the property during the taxable
year, excluding from such gross income an amount equal to
any rents or royalties paid or incurred by the taxpayer in

respect of the property.”
(b) TecHNICAL AMENDMENT.—S0 much of paragraph (2) of section
S 114 (b) as precedes “discovered by the taxpayer after February 28,

B, 1913” 15 hereby amended to read as follows:
“(2) DiSCOVERY VALUE IN THE CASE OF MINES.—In the case of
mines (except mines in respeet of which percentage depletion is
Ante, D. 497. allowable under paragraph (4) of this subsection)”.
(¢) Errecrive Date—The amendments made by this section shall
be applicable only with respect to taxable years beginning after
December 31, 1950.

SEC. 320. REDEMPTION OF STOCK TO PAY DEATH TAXES.
(a) AmENpMENT oF SkcrioN 115 (g) (3).—Section 115 (g) (3)

S St - 15 (relating to redemption of stock to pay death taxes) is hereby amended
@). by striking out “50 per centum of the value of the net estate” and
msert’i‘ng in lieu thereof “35 per centum of the value of the gross

estate”.

(b) Errecrive Date.—The amendment made by subsection (a)
shall be applicable to taxable years ending on or after the date of the
enactment of this Aect, but shall apply only to amounts distributed
on or after such date.

SEC. 321. EARNED INCOME FROM SOURCES WITHOUT THE UNITED
STATES.

(a) Excrusion From Gross INcome.—Section 116 (a) (relating to
earned income from sources without the United States) is hereby
amended by striking out paragraphs (1) and (2) and inserting in
lieu thereof the following :

“(1) BONA FIDE RESIDENT OF FOREIGN COUNTRY.—In the case of
an individual eitizen of the United States, who establishes to the
satisfaction of the Secretary that he has been a bona fide resident
of a foreign country or countries for an uninterrupted period
which includes an entire taxable year, amounts received from
sources without the United States (except amounts paid by the
United States or any agency thereof) if such amounts constitute
earned income (as defined in paragraph (8)) attributable to
such period ; but such individual shall not be allowed as a deduc-
tion from his gross income any deductions properly allocable to or
chargeable against amounts excluded from gross income under
this paragragh. '

“(2) PRESENCE IN FOREIGN COUNTRY FOR 17 MONTHS.—In the case
of an individual citizen of the United States, who during any
period of 18 consecutive months is present in a foreign country or
countries during at least 510 full days in such period, amounts
received from sources without the United States ?:xoept amounts
paid by the United States or any agency thereof) if such amounts
constitute earned income (as defined in paragraph (3)) attribut-
able to such period; but such individual shall not be allowed as
a deduction from his ss income any deductions properly
allocable to or chargeable against amounts excluded from gross
income under this paragraph.” :

S ot 2% @ (b) WrrnmowpiNe or Tax oN Waces.—Section 1621 (a) (8) (A)
(). (relating to definition of wages) is hereby amended to read as follows:
“(A) for services for an employer (other than the United

States or any agency thereof) ormed in a foreign country

by a citizen of the United States, if at the time of the pay-

ment of such remuneration the employer is required by the

law of any foreign country to withhold income tax upon such
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remuneration, or it is reasonable to believe that such remuner-
ation will be excluded from income under the provisions
of section 116 (a) (1) or (2), or”.

(e) Dares.—The amendment made by subsection (a)
shall be applicable to taxable years beginning after December 31, 1950.
The amendment made by subsection (b) shall be applicable with respect
to wages paid on or after January 1, 1952.

SEC. 322, CAPITAL GAINS AND LOSSES.

(a) TreatmENT oF Long-TErM CaprTAL Gains anp Losses.—

(1) AMENDMENT OF SECTION 23.—Section 23 (relating to deduc-
tions from gross income) is hereby amended by adding at the end
thereof the following new subsection :

“(ee) Long-Term Caprrarn Gains.—In the case of a taxpayer other
than a corporation, the deduction for long-term capital gains provided
in section 117 (b).”

(2) AMENDMENT OF SECTION 117 (b).—Section 117 (b) (relating
to treatment of long-term capital gains and losses) is hereby
amended to read as follows:

“(b) Depucrion From Gross INncome—In the case of a taxpayer
other than a corporation, if for any taxable lyear the net long-term
capital gain exceeds the net short-term capital loss, 50 per centum of
the amount of such excess shall be a deduction from gross income. In
the case of an estate or trust, the deduction shall be computed by exclud-
ing the portion (if any), of the gains for the taxable year from sales or
exchanges of capital assets, which, under section 162 (b) or (c), is
includible by the income beneficiaries as gain derived from the sale or
exchange of capital assets.”

(b) Ative Tax.—Section 117 (¢) (2) (relating to alternative
tax) is hereby amended to read as follows:
“(2) TaxPAYERS.—If for any taxable year the net long-

term capital gain of any taxpayer (other than a corporation)
exceeds the net short-term capital loss, there shall be levied, col-
lected, and paid, in lieu of the tax imposed by sections 11 and 12
(or, in the case of certain tax-exempt trusts, in lieu of the tax
imposed by section 421), a tax determined as follows, if and only
if such tax is less than the tax imposed by such sections:

“(A) A partial tax shall first be computed upon the net
income reduced by an amount equal to 50 per centum of such
excess, at the rates and in the manner as if this subsection had
not bheen enacted.

“(B) There shall then be ascertained an amount equal to
25 per centum of the excess of the net long-term capital gain
over the net short-term capital loss. TIn the case of any tax-
able year beginning after October 31, 1951, and before
November 1, 1953, there shall be ascertained, in lieu of the
amount computed under the preceding sentence, an amount
equal to 26 per centum of the excess of the net long-term
cagital gain over the net short-term cf“]iita-l loss.

(C) The total tax shall be the partial tax computed under
subpamga*)h (A) plus the amount computed under subpara-
graph (B).”

(c) TecENICAL AMENDMENTS.—

(1) AMENDMENT OF SECTION 22 (n).—Section 22 (n) (relating
to the definition of adjusted gross income) is hereby amended by
striking out the word “and” at the end of Earagraph (5), by
striking out the period at the end of paragraph (6) and inserting
in lieu thereof “; and”, and by inserting after paragraph (6) the
following new paragraph:

“(7) Long-TERM cAPITAL GAINS.—The deduction allowed by sec-
tion 23 (ee).”
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(2) AMENDMENT OF SECTION 117 (a).-—-Pnrs;gmphs (2) and (4)
of section 117 (a) (relating to definitions of short-term capital
gain and long-term capital gain) are each hereby amendeg by
stnkmg out income” and inserting in lieu thereof “gross
income”, . \

3) AMENDMENT OF SECTION 117 (j).—Section 117 (j) (2) (A)
§re ating to gains and losses from involuntary conversion and
rom the sale or exchange of certain property used in the trade or
businesaz is hereby amended to read as follows:

“(A) In determining under this paragraph whether gains
exceed losses, the gains described therein shall be included
only if and to the extent taken into account in computing gross
income and the losses described therein shall be included only
if and to the extent taken into account in comf)ut'mg net
income, except that subsection 3&) shall not apply.”

(4) AMENDMENT OF SECTION 122 (d) (4).—Section 122 (d) (4)
(relating to computation of net operating loss deduction) is
hereby amended to read as follows:

“(4) The amount deductible on account of losses from sales or
exchanges of capital assets shall not exceed the amount includible
on account of gains from such sales or exchanges. The deduc-
tion provided in section 23 (ee) shall not be allowed.”

(5) AMENDMENT OF SECTION 162 (a).—Section 162 (a) (relat-
ing to computation of net income of estates and trusts) is hereby
amended by striking out the semicolon and inserting in lieu
thereof a period and the following: “Where any amount of the
income so paid or set aside is attributable to gain from the sale
or exchange of capital assets held for more than six months,
proper adjustment of the deduction otherwise allowable under
this subsection shall be made for any deduction allowable to the
trust under section 23 (ee) ;”.

(d) Errecrive Date.—The amendments made by this section shall
be applicable only with respect to taxable years heginning on or after
the date of the enactment of this Act. In determining under section
117 (e) of the Internal Revenue Code the amount of the carryover
to a taxable year beginning on or after such date, of the capital loss
for a taxable year beginning before such date, such amendments shall
not affect the computation of the amount of the net capital loss or of
the net capital gain for any taxable year beginning before such date.

SEC. 323. SALE OF LAND WITH UNHARVESTED CROP.

(a) TrEaATMENT OF GAIN OR Loss.—Section 117 (j) (relating to sale
or exchange of property used in the trade or business) is hereby
amended—

(1) By inserting immediately before the period at the end of
the second sentence of para%mp (1) t}m-rectfIJ the following : “and
unharvested crops to which paragraph (3) is applicable”; and

(2) By adding at the end thereof a new paragraph to read as
follows:

“(3) SALE OF LAND WITH UNHARVESTED CROP.—In the case of an
unharvested crop on land used in the trade or business and held
for more than 6 months, if the crop and the land are sold or
exchanged (or compulsorily or involuntarily converted as
described in paragraph (2)) at the same time and to the same
person, the crop shall be considered as ‘property used in the trade
or business’.”

(b) TreaTMENT OoF DEDUCTIONS.—

(1) AMENDMENT OF SECTION 24.—Section 24 (relating to items
not deductible) is hereby amended by adding at the end thereof
a new subsection to read as follows:
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“(f) Sawe or Laxp Wira UnuarvEsTED CrOP.—~Where an unhar-
vested crop sold by the taxpayer is considered under the provisions of
section 117 (j) (3? as ‘property used in the trade or business’, in com-
puting net income no deduction (whether or not for the taxable year
of the sale and whether for expenses, depreciation, or otherwise)
attributable to the production of such crop shall be allowed.”

(2) AMENDMENT OF SECTION 113 (b§1 (1) .—Section 113 (b) (1)
(relating to adjustments to basis) is hereby amended by adding
at the end thereof a new subparagraph to read as follows:

“(L) for deductions to the extent disallowed under section
24 (f), notwithstanding the ”provisions of any other sub-
paragraph of this llparagraph.

(¢) Errective Date—The amendment made bﬂnsubsection (a)
shall be applicable only with respect to sales, exchanges, and con-
versions, occurring in taxable years inning after December 31,
1950. The amendments made by subsection (b) shall be applicable
to any taxable year for which a deduction is disallowed by reason of
sales, exchanges, or conversions to which subsection (a) is applicable.

SEC. 324. SALES OF LIVESTOCK.

Section 117 (j) (1) is hereby amended by adding at the end thereof
the following new sentences: “Such term also includes livestock,
regardless of age, held by the taxpayer for draft, breeding, or dairy
purposes, and held by him for 12 months or more from the date of
ao%u.isit.ion. Such term does not include poultry.” The first sentence
added to section 117 (j) (1) by the amendment made by this section
shall be applicable with respect to taxable years beginning after
December 31, 1941, except that the extension of the holding period from
6 to 12 months shall be applicable only with respect to taxable years
beginning after December 31, 1950. The second sentence added to
section 117 (j) (1) by the amendment made by this section shall be
applicable only with respect to taxable years beginning after December
31, 1950.

SEC. 325. TAX TREATMENT OF COAL ROYALTIES.

(a) DeriniTioN or Properry Usep 1n THE TrADE Or BUSINESS.—
Section 117 (j) (1) (relating to the definition of property used in the
trade or business) is hereby amended by adding after the word “tim-
ber” in the second sentence thereof the following: “or coal”.

(b) Gaix or Loss Uron CerraiN Disposars oF TimBER or CoAL.—
Section 117 (k) (2) grelating to the disposal of timber) is hereby
amended to read as follows:

“(2) In the case of the disposal of timber or coal (including
lignite), held for more than 6 months prior to such disposal, by
the owner thereof under any form or type of contract by virtue of
which the owner retains an economic interest in such timber or
coal, the difference between the amount received for such timber
or coal and the adjusted depletion basis thereof shall be con-
sidered as though it were a gain or loss, as the case may be, upon
the sale of such timber or coal. Such owner shall not ge entitled
to the allowance for percentage depletion provided for in section
114 (b) (4) with respect to such coal. This paragraph shall not
apply to income realized by the owner as a co-adventurer, partner,
or principal in the mining of such coal. The date of disposal of
such coal shall be deemed to be the date such coal is mined. In
determining the gross income, the adjusted gross income, or the
net income of the lessee, the deductions allowable with respect
to rents and royalties shall be determined without regard to the
provisions of this paragraph. This paragraph shall have no
application, in the case of coal, for the purposes of applying sec-
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tion 102 or subchapter A of chapter 2 (including the computation
under section 117 (¢) (1) of a tax in lieu of the tax imposed by
section 500).”

(e¢) Crerrcan AmenpMENT.—The heading to section 117 (k) (relat-
ing to the gain or loss upon the cutting of timber) is hereby amended
%Joread’:as follows: “(15 Gain or Loss in THE CASE oF OR

AL—".

(d) TecmntoaL AMENDMENT.—Section 481 (a §4) is hereby
amended by striking out “cutting or disposal of timber™ and insertin
in lieu thereof “cutting of timber, or the disposal of timber or coal,”.

(e) CoNFORMING AMENDMENTS.—

(1) Section 433 (relatiﬁ to computation of excess profits net
income) is hereby amended by inserting at the end thereof the
following new subsection:

“(d) Garmx or Loss Urpon CerraiNy Disposans or Coan in Base
Periop.—For the purpose of subsection (b), the excess profits net
income shall be computed as if the provisions of section 117 (j) and
(k) (2) which relate to disposals of coal were a part of the law appli-
cal;}:it;? the taxable year for which excess profits net income is com-
puted.

(2) Section 440 (a) (1) (relating to definition of “inadmissible
assets”) is hereby amended by striking out “and” at the end of sub-
paragraph EA ; by striking out the period at the end of sub-
paragraph (B) and inserting in lieu thereof “; and”; and by
adding at the end thereof the following new subparagraph:

“(C) The economic interest referred to in the provisions
of section 117 (k) (2) relating to coal if the taxpayer is
subject to such provisions with respect to the income from
such coal.”

(3) The amendments made by this subsection shall be appli-
cable in computing the tax under subchapter D of chapter 1 for
taxable years ending after December 31, 1950.

(f) Errecrive Date.—Except as ﬁrovided in subsection (e), the
amendments made by this section shall be applicable only with respect
to taxable years ending after December 31, 1950 Bs:;hathar the contract
was made on, before, or after such date), but shall apply only with
respect to amounts received or accrued after such date.

SEC. 326. COLLAPSIBLE CORPORATIONS.

(a) Definitions with Respect to Collapsible Corporations.—Section
117 (m) (2) (relating to definitions with respect to collapsible corpo-
rationsg is hereby amended to read as follows:

“(2) DEFINITIONS.—

*¢ ? For the purposes of this subsection, the term ‘col-

lapsible corporation’ means a corporation formed or availed

0 princip:ﬁg for the manufacture, construction, or produe-

tion of prgﬁarty, for the purchase of property which (in the

hands of the corporation) is property described in subsec-

tion (a) (1) eéA}, or for the holding of stock in a corpora-
tion so formed or availed of, with a view to—

“(i) the sale or exchange of stock by its shareholders
(whether in liquidation or otherwise), or a distribution
to its shareholders, prior to the rea.hzationo?ly the cor-
poration manufacturing, constructing, 51- ucing, or
purchasing the property of a substantial part of the
net income to be derived from such property, and

“(ii) the realization by such shareholders of gain
attributable to such property.
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“(B) For the oses of subparagraph (A), a corpora-
t.ion( sﬁa]] be g;.ginmdm have mg.fnufactured, constructed,
rodu or property, if— !
: Eﬁg) itpe.ugaged in the manufacture, construction, or
uction of such property to any ext,_en‘l;l, ) .
“(]ii) it holds property having a basis determined, in
whole or in part, gy reference to the cost of such propert
in the hands of a person who manufactured, constructed,
produced, or purchased the property, or j
“(iii} it holds propert ving a basis determined,
in whole or in part, by reference to the cost c;fcfroperty
manufactured, constructed, produced, or purchased by
the corporation.”
(b) Lrmrrarions oN AppLicaTioN or SectioN 117 (m).—Subpara-
aphs (A), (B), and (C) of section 117 (m) (3) (relating to the
imitations on the application of section 117 (m) ) are hereby amended
to read as follows: -
“(A) this subsection shall not apply unless, at any time
after the commencement of the manufacture, construction,
or production of the property, or at the time of the purchase
of the pro;garty described in subsection (a) (1) (A) or at
any time thereafter, such shareholder (1) owned (or was
considered as owning) more than 10 per centum in value
of the outstanding stock of the corporation, or (bii) owned
stock which was considered as owned at such time by another
shareholder who then owned (or was considered as owning
more than 10 per centum in value of the outstanding
of the ration ; :
“(B) this subsection shall not apply to the gain recog-
nized during a taxable year unless more than 70 per centum
of such gain is attributable to the property so manufactured,
constructed, produced, or purchased ; and
“(C) this subsection shall not ai)ply to gain realized after
the expiration of three years following the completion of
such manufacture, construction, production, or purchase.”
(c) Errecrive DaTE.—~The amendments made by this section shall
be applicable to taxable years ending after August 81, 1951, but shall
be applicable only with respect to gains realized after such date. The
determination of the tax treatment of gains realized prior to Septem-
ber 1, 1951, shall be made as if this section had not been enacted and
without inferences drawn from the fact that the amendments to sec-
tion 117 (m) made by this section are not expressly made ap;ﬁicable
to gains realized prior to September 1, 1951, and without inferences
drawn from the limitations contained in section 117 (m), as amended
by this section.

SEC. 327. DEALERS IN SECURITIES—CAPITAL GAINS AND ORDINARY
LOSSES.

_ Effective with respect to sales or exchanges made after the expira-
tion of the thirtieth day after the date of the enactment of this Act,
section 117 is hereby amended by adding at the end thereof the follow-
ing new subsection :

‘(n) DEeALERS IN SECURITIES.—

“(1) Caprrar earNs.—Gain by a dealer in securities from the
sale or exchange of any security shall in no event be considered
as gain from the sale or exchange of a capital asset unless—

_“(A) the security was, prior to the expiration of the thir-
tieth day after the date of its acquisition or after the date of
the enactment of the Revenue Act of 1951 (whichever is

503

64 Stat. 034,

26 U. 8. C. §117 (m)
(3).

64 Btat. 032.

26 U, B, C. § 117 (a)
(1) (A).

53 Btat. 50.
26U.8.0. §117.
Supra.



504

56 Stat,
26 U. 8.

844,
C. § 117 (i).

53 Btat. 50.
26 U.B.C, §117.
Ante, p. 503.

Ante, pp. 500, 501.

me
Q

53
26 U.

Supra.

-
-

L§2B (M.

PUBLIC LAW 183—O0CT. 20, 1951 [65 Sram.

the later), clearly identified in the dealer’s records as a
security held for investment ; and
“(B) the security was not, at any time after the expiration
of such thirtieth day, held by such dealer primarily for sale
to customers in the ordinary course of his trade or business.
“(2) OrpiNary rosses.—Loss by a dealer in securities from
the sale or exchange of any security shall, except as otherwise
provided in subsection (i) (relating to bond, etc., losses of banks),
in no event be considered as loss from the sale or exchange of
pmpertﬁr which is not a capital asset if at any time after the
thirtieth day following the date of the enactment of the Revenue
Act of 1951 the security was clearly identified in the dealer’s rec-
ords as a security held for investment.
“(3) DeriNrTION OF sECURITY.—For the purposes of this sub-
section the term ‘security’ means any share of stock in any cor-
oration, certificate of stock or interest in any corporation, note,
Eond, debenture, or evidence of indebtedness, or any evidence of an
interest in or right to subseribe to or purcimse any of the fore-

going.”
SEC. 328. TREATMENT OF GAIN ON SALES OF CERTAIN PROPERTY

BETWEEN SPOUSES AND BETWEEN AN INDIVIDUAL AND
A CONTROLLED CORPORATION.

(a) DisatrowaNcE oF Caprran GaiNn TrearmeNT.—Section 117
(relating to capital gains and losses) is hereby amended by adding at
the end thereof the following new subsection :

“(0) Gaix From Sare or CerraiNn ProPERTY BETWEEN SPoUsEs OR
BerweeN AN INpIvipuAL aANp A CoNTROLLED CORPORATION.—

“(1) TREATMENT OF GAIN AS ORDINARY INCOME.—In the case
of a sale or exchange, directly or indirectly, of property described

in paragra h (2)— 3
“(A) between a husband and wife; or
“(B) between an individual and a corporation more than
80 per centum in value of the outstanding stock of which is
owned by such individual, his spouse, and his minor children
and minor grandchildren;
any gain recognized to the transferor from the sale or exchange of
such property shall be considered as gain from the sale or exchange
of property which is neither a capital asset nor property described
in subsection (j).

“(2) SUBSECTION APPLICABLE ONLY TO SALES OR EXCHANGES OF
DEPRECIABLE PROPERTY.—This subsection shall apply only in the
case of a sale or exchange of property by a transferor which in
the hands of the transferee is property of a character which is sub-
ject to the allowance for depreciation provided in section 23 (1).”

(b) Errecrive Date—The amendment made by subsection (a)
shall be applicable with respect to taxable years ending after April 30,
1951, but shall apply only with respect to sales or exchanges made
after May 3, 1951.

SEC. 329. RECEIPTS OF CERTAIN TERMINATION PAYMENTS BY EM-
PLOYEE.

(a) Taxasmrry To Emproyer as Caprrar Gain.—Section 117 of the
Internal Revenue Code is hereby amended by adding at the end thereof
the following subsection :

“(p) Taxapmiry mo Emproyee oF TERMINATION PAYMENTS.—
Amounts received from the assignment or release by an employee,
after more than twenty years’ employment, of all his rights to receive,
after termination of his employment and for a period of not less than
five years (or for a period ending with his death), a percentage of
future profits or receipts of his employer shall be considered an amount
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received from the sale or exchange of a capital asset held for more
than six months, if such rights were included in the terms of the
employment of such employee for not less than twelve years, and if
the total of the amounts received for such assignment or release are
received in one taxable year and after the termination of such
employment.”

(b) Errective Date—The amendment made by this section shall
be applicable with respect to taxable years beginning after December
31, 1950.

SEC. 330. NET OPERATING LOSS CARRY-OVER.

(a) Loss For Taxasre YeEar BeeiNnNING Berore 1948 —So much
of subparagraph (A) of section 122 (b) (2) (relating to the amount
of carry-overs) as precedes “the taxpayer” is hereby amended to read
as follows:

“(A) Loss for Taxable Year Beginning Before 1948.—
Except as provided in subparagraph (Dz, if for any taxable
year beginning before January 1, 1948,”.

(b) Arrowance or Turee-Year Loss Cagry-Ovir From TAXABLE
Yrars 1948-1949.—Section 122 (b) (2) (relating to the amount of
carry-over) is hereby amended by adding after subparagraph (B) the
following new subparafra hs: .

“(C) Loss for Taxable Year Beginning After December
31, 1947, and Before January 1, 1950.—If for any taxable year
beginning after December 31, 1947, and before January 1,
1950, the taxpayer has a net operating loss, such net operating
loss shall be a net operating loss carry-over for each of the
three succeeding taxable years, except that the carry-over in
the case of each such succeeding taxable year (other than the
first succeeding taxable year) shall be the excess, if any, of
the amount of such net operating loss over the sum of the net
income for each of the intervening years computed—

“(i) with the exceptions, additions, and limitations
provided in subsection (d) (1), (2), (4), and (6), and
“(i1) by determining the net operating loss deduction
for each intervening taxable year without regard to such
net operating loss or to the net operating loss for any
succeeding taxable year and without regard to any
reduction specified in subsection (c).
For the purpose of the preceding sentence, the net operating
loss for any taxable year beginning after December 31, 1947
and before January 1, 1950, shall be reduced by the sum of
the net income for each of the two preceding taxable years
computed—
“(iii) with the exceptions, additions, and limitations
provided in subsection (d) (1), (2), (4),and (6),and
“(iv) by determining the net operating loss deduction
without regard to such net operating loss or to the net
operating loss for the succeeding taxable year, and with-
out regard to any reduction specified in subsection (c).

“(D) Loss for Taxable Year Beginning After December
31, 1946, and Before January 1, 1948, in the Case of a Cor-
poration Which Commenced Business After December 31,
1945.—If for any taxable year beginning after December 31,
1946, and before January 1, 1948, a corporation which com-
menced business after December 31, 1945, has a net operating
loss, such net operating loss shall be a net operating loss
carry-over for each of the three succeeding taxable years,
excegt that the carry-over in the case of each such succeedin
taxable year (other than the first succeeding taxable year%
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shall be the excess, if any, of the amount of such net operating
loss over the sum of the net income for each of the intervening
years computed—
“(i) with the exceptions, additions, and limitations
provided in subsection (d) (1), (2), (4), and (6), and
“(ii) by determining the net operating loss deduction
for each intervening taxable year without regard to such
net operating loss or to the net operating loss for any
succeeding taxable year and without regard to any
reduction specified in subsection (c).
For the purpose of the preceding sentence, the net operatin,
Joss for any taxable year beginning after December 31, 1946,
shall be reduced by the sum of the net income for each of the
two preceding taxable years computed—
“(iii) with the exceptions, additions, and limitations
provided in subsection (d) (1), (2), (4), and (6), and
“(iv) by determining the net operating loss deduction
without regard to such net operating loss or to the net
operating loss for the succeeding taxable year, and with-
out regard to any reduction specified in subsection (¢).”
(c) Errecrive Date—The amendments made by this section shall
be applicable in computing the net operating loss deduction for taxable
yearsll))eginning after December 31, 1948.

SEC. 331. STOCK OPTIONS,

(a) OprIoN SUBJECT TO STOCKHOLDER APPROVAL.—Section 130A &d)
(relating to definition of restricted stock option) is hereby amended
by striking out “As used in” and inserting “For the purposes of” and
by adding at the end thereof the following :

“(5) SrocEHOLDER APPROVAL.—If the grant of an option is sub-
ject to approval by stockholders, the date of grant of the option
shall beald’?termined as if the option had not been subject to such
approval.

(b Dare.—The amendment made by subsection (a) shall
be effective as if it had been enacted as part of section 218 of the
Revenue Act of 1950.

SEC. 332. CREDIT FOR TAXES OF FOREIGN CORPORATIONS.

(a) Foreiey Sussmiary or A Domestic CorporaTiON.—Effective
with respect to dividends received by a domestic corporation from a
foreign corporation during taxable years beginning after December 31,
1950, the first sentence of section 131 (f) (1) is emb{y amended by
strik:in% out “a majority” and inserting in lieu thereof “at least 10 per
centum®. .

(b) Foreren Suesiprary or A ForeieN CorporaTioN . —Effective with
respect to dividends received by a foreign corporation from another
foreign corporation in taxable years beginning after December 31, 1950,
section 131 (f) (2) is hereby amended by striking out “all the voting
stock (except qualifying shares)” and inserting in lieu thereof “50 per
centum or more of the voting stock”.

(¢) Crerica AmeNDMENT.—So much of section 131 (f) ﬁl) as

recedes the first sentence thereof is hereby amended to read as follows:

“(f£) Taxzes or ForeieN CORPORATION.—

(1) TREATMENT OF TAXES PAID BY FOREIGN CORPORATION.—".

SEC. 333. INFORMATION AT SOURCE ON PAYMENTS OF INTEREST.

Section 147 (a) is hereby amended by strikinf out “interest,” in the
first sentence. Section 147 (b) is hereby amended to read as follows:

“(b) RerueNs Recarpress oF AMOUNT oF PAYMENT.—Such returns
may be required, regardless of amounts, (1) in the case of payments of
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interest, and (2) in the case of collections of items (not payable in the
United States) of interest upon the bonds of foreign countries and
interest upon the bonds of and dividends from foreign corﬁorations by
persons undertaking as a matter of business or for profit the collection
of foreign payments of such interest or dividends by means of coupons,
checks, or bills of exchange.”

SEC. 334. ABATEMENT OF INCOME TAX FOR CERTAIN MEMBERS OF
ARMED FORCES UPON DEATH.

Supplement D of chapter 1 of the Internal Revenue Code (relating

end thereof the following new section :

“SEC. 154, INCOME TAXES OF MEMBERS OF ARMED FORCES UPON
DEATH.

“In the case of any individual who dies after June 24, 1950, and
prior to January 1, 1954, while in active service as a member of the
Armed Forces of the United States, if such death occurred while
serving in a combat zone (as determined under section 22 (b) (13))
or as a result of wounds, disease, or injury incurred while so serving—

“(a) the tax imgosed by this chapter shall not apply with
respect to the taxable year in which falls the date of %is death,
or with respect to any prior taxable year ending on or after the
first day he so served in a combat zone after June 24, 1950; and

“(b) the tax under this chapter and under the corresponding
title of each prior revenue law for taxable years precedi ose
specified in clause (a) which is unpaid at the date of his death
(including intereaarl:i additions to the tax, and additional amounts
shall not be assessed, and if assessed the assessment shall be aba
and if collected shall be credited or refunded as an overpayment.’

SEC, 335. EMPLOYEES' TRUSTS.

(a) AmENDMENT oF SECTION 165 (b) . —Section 165 (b} (relating to
taxability of beneficiary on distributions from an employees’ trust)
is hereby amended by adding at the end thereof the following new
sentence: “Where such total distributions include securities of the
employer corporation, there shall be excluded from such excess the
net unrealized appreciation attributable to that part of the total dis-
tributions which consists of the securities of the employer corporation
so distributed. The amount of such net unrealizecfa.p reciation and
the resulting adjustments to basis of the securities of the employer
corporation so distributed shall be determined in accordance with
regulations which shall be prescribed by the Secretary. For pur-
poses of this subsection, the term ‘securities’ means only shares of stock
and bonds or debentures issued by a corporation with interest coupons
or in registered form, and the term ‘securities of the employer cor-
poration’ includes securities of a parent or subsidiary corporation (as
defined in section 130A (d)I‘ (2) and (3) ) of the employer corporation.”
(b) Errective Date.—The

be applicable with respect to distributions made after December 31,
1950.

SEC. 336. LIFE INSURANCE COMPANIES.

(a) Tax For 1951.—Section 201 (a) %) (relating to imposition of
tax on life insurance companies) is hereby amended by adding at the
end thereof the following: “In lieu of the taxes imposed by the pre-
ceding sentence, there shall be levied, collected, and paid for taxable
years%eginning in 1951 upon the 1951 adjusted normal-tax net income
(as defined in section 203A) of every life insurance company a tax
equal to the sum of the following :
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1“3% per centum of the amount thereof not in excess of $200,000,
plus
“614 per centum of the amount thereof in excess of $200,000.”
(b) ApsusTED NorMAL-Tax Ner Income ror 1951.—Chapter 1 is
hereby amended by inserting after section 203 the following new sec-
tion:
“SEC. 203A. 1951 ADJUSTED NORMAL-TAX NET INCOME.

“(a) 1951 ApsusTEp NorMAL-Tax Ner INcoME—For the purposes
of section 201, the term ‘1951 adjusted normal-tax net income’ means
the normal-tax net income plus eight times the amount of the adjust-
ment for certain reserves provided in section 202 (c¢) and minus the
reserve interest credit, if any, provided in subsection (b) of this sec-
tion.

“(b) Reserve INTEREsT CrEDIT.—For the purposes of subsection
é aﬁ, the reserve interest credit shall be an amount determined as

ollows:

“(1) Divide the amount of the adjusted net income (as defined
in subsection (¢)) by the amount of the required interest (as
defined in subsection (d)).

“(2) If the quotient obtained in paragraph (1) is 1.05 or more,
the reserve interest credit shall be zero.

“(8) If the quotient obtained in paragraph (1) is 1.00 or less,
the reserve interest credit shall be an amount equal to 50 per
centum of the normal-tax net income.

“(4) If the quotient obtained in paragraph (1) is more than.
1.00 but less than 1.05, the reserve interest credit shall be the
amount obtained by multiplying the normal-tax net income by
10 times the difference between the figures 1.05 and such quotient.

“(¢) Apasustep Ner Income—For the purposes of subsection (b)
(1), the term ‘adjusted net income’ means the net income computed
without any deduction for tax-free interest minus 50 per centum of
the amount of the adjustment for certain reserves provided in sec-
tion 202 (c).

“(d) Requirep INTEREST.—For the purlposes of subsection (b) (1),
the term ‘required interest’ means the total of—

“(1) The sum of the amounts obtained by multip]yins SA)
each rate of interest assumed in computing the taxpafyars ife
insurance reserves by (B) the means of the amounts of the tax-
payer’s adjusted reserves computed at that rate at the beginning
and end of the taxable year,

“(2) 2 per centum of the reserve for deferred dividends, and

“(3) Interest paid.”

(¢) TECHNICAL AMENDMENTS.—

(1) Section 433 (a) (1) (H) (relating to excess profits net
income of life insurance companies) is hereby amended by chang-
ing the semicolon at the end thereof to a period and by inserting
thereafter the following: “In the case of taxable years beginning
in 1951, there shall be used, in lieu of the figure referred to in
clau?e (i) of the first sentence of this subparagraph, the figure
8757

9) Section 201 (f) (relating to disallowance of double
deductions) is hereby amended by striking out “or 203” and
inserting in lieu thereof “, 203, or 203A”. s

(d) Errecrive Date.—The amendments made by this section shall

be applicable to taxable years beginning in 1951.
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SEC. 337. TAX TREATMENT OF CERTAIN INVESTMENT COMPANIES.

(a) IncrusioN oF CerraIN REGISTERED MANAGEMENT CoMPANIES
iy THE DerFiniTion oF Reeurarep InvestmeENT CoMpaNy.—Section
361 (relating to definition of regulated investment companies) is
hereby amended by adding at the end thereof the following new sub-
section :

“(e) Cerrain INvestMeENT Compantes—If the Securities and Ex-
change Commission determines in accordance with regulations issued
by it, and certifies to the Secretary not more than 60 days prior to tle
close of the taxable year of a registered management investment com-

ny, that such investment company is principally engaged in the

urnishing of capital to other corporations which are principally
engaged in the development or exploitation of inventions, techno-
logical improvements, new processes, or products not previously gen-
erally available, such investment company may, in the computation of
50 per centum of the value of its assets under subparagraph (A) of
subsection (b) (3) for any quarter of such taxable year, include the
value of any securities of an issuer, notwithstanding the fact that
such investment company holds more than 10 per centum of the out-
standing voting securities of such issuer, but only if the investment
company has not continuously held any security of such issuer (or of
any predecessor company of such issuer as determined under regula-
tions prescribed by the Secretary) for 10 or more years preceding such
quarter of such taxable year. The provisions of this subsection shall
not, apply at the close of any quarter of a taxable year to an invest-
ment company if at the close of such quarter more than 25 per centum
of the value of its total assets is represented by securities of issuers
with respect to each of which the investment company holds more
than 10 per centum of the outstanding voting securities of such issuer
and in respect of each of which or any predecessor thereof the invest-
ment company has continuously held any security for 10 or more
years preceding such quarter unless the value of its total assets so
represented is reduced to 25 per centum or less within 30 days after the
close of such quarter. The terms used in this subsection shall have the
same meaning as in subsection (b) (3) of this section. For the pur-
poses of this subsection, unless the Securities and Exchange Commis-
sion determines otherwise, a corporation shall be considered to be
princiqall‘y engaged in the development or exploitation of inventions,
technological improvements, new processes, or products not previ-
ously generally available, for at least 10 years after the date of the
first acquisition of any security in such corporation or any predecessor
thereof by such investment company if at the date of sué acquisition
the corporation or its predecessor was principally so engaged, and
an investment company shall be considered at any date to be fur-
nishing capital to any company whose securities it holds if within
10 years prior to such date it has acquired any of such securities,
or any securities surrendered in exchange therefor, from such other
company or predecessor thereof. For the purposes of the cer-
tification hereunder, the Securities and Exchange Commission shall
have authority to issue such rules, regulations and orders, and to
conduct such investigations and hearings, either public or private, as
it may deem appropriate.”

(b) TecmNicAL AMENDMENT.—Section 361 (b) (3) (A) is hereby
amended by inserting after “the total assets of the taxpayer and” the
following : «, except and to the extent provided in subsection (c),”.

(¢) Errective DaTte.—The amendments made by this section shall
be applicable only with respect to taxable years beginning after
December 31, 1950.
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SEC. 338. EXCHANGES AND DISTRIBUTIONS IN OBEDIENCE TO ORDERS
OF SECURITIES AND EXCHANGE COMMISSION.

(a) DeriNrmion or SysteM Grour.—Section 373 (d) (1) (relating
to the definition of the term “system group”) is hereby amended to
read as follows:

“(1) At least 90 per centum of each class of the stock (other
than (A) stock which is preferred as to both dividends and assets,
and (B) stock which is limited and preferred as to dividends but
which is not preferred as to assets but only if the total value of
such stock is less than 1 per centum of the ag; te value of all
classes of stock which are not preferred as to both dividends and
assets) of each of the corporations (except the common parent
corpomtiong is owned directly by one or more of the other corpo-
rations; and”,

(b) Errecrive Date—The amendment made by subsection (a)
shall be applicable with resmto taxable years affected by an exchange
or distribution made after mber 31, 1947.

SEC. 339. TAXATION OF BUSINESS INCOME OF STATE COLLEGES AND

UNIVERSITIES.

(a) AMENDMENT oF SEOTION 421 Sb).—Section 421 (b) (1) (organi-
zations subject to tax under Supplement U) is hereby amended to
read as follows:

“(1) ORGANIZATIONS TAXABLE AS CORPORATIONS,—

“(A) Organizations Exempt Under Section 101 (1), (6),
(7) and (14).—The taxes imposed by subsection (a) (1)
shall apply in the case of any orgamzation (other than a
church, a convention or association of churches, or a trust
described in paragraph (2)) which is exempt, except as pro-
vided in this supplement, from taxation under this chapter
by reason of paragraph (1), (6), or (7) of section 101. Such
taxes shall also apply in the case of a corporation described
in section 101 Bﬁé) if the income is payable to an organiza-
tion which itself is subject to the tax imposed by subsection
(a) or to a church or to a convention or association of
churches,

“(B) State Colleges and Universities.—The taxes imposed
by subsection (a) (1) shall apply in the case of any college
or university which is an agency or instrumentality of any
government or any political subdivision thereof, or which is
owned or operated by a government or any political subdi-
vision thereof or by any agency or instrumentality of an
one or more governments or political subdivisions. Suc
taxes shall also apply in the case of any corporation wholly
owned by one or more such colleges or universities.”

(b) UnreLaTED TRADE OR BUsiNess.—Section 422 (b) (definition of
unrelated trade or business) is hereby amended as follows:

(1) By inserting after “under section 101” the following: “(or,
in the case of an organization described in section 421 (b) (1) (B),
to the exercise or performance of any purpose or ction
described in section 101 (6))”.

(2) By inserting in paragraph (2) thereof after “section 101
(6)” the following: “or in the case of a college or university
described in section 421 (b) (1) ég » y

(¢) Errecrive Date.—The amendments made by this section shall
be applicable only with respect to taxable years beginning after
December 31, 1951.
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SEC. 340. FAMILY PARTNERSHIPS,

(a) Derinrimion of Parrszer—Section 3797 (a) (2) is hereby
amended by adding at the end thereof the following: “A person shall
be recognized as a partner for income tax purposes if he owns a capital
interest in a partnership in which capital is a material income-produc-
'mg factor, whether or not such interest was derived by purchase or
gift from any other person.”

(b) Avrrocation oF Parr~ersare Income—Supplement F of
chapter 1 is hereby amended by adding at the end thereof the following
new section :

“SEC. 191. FAMILY PARTNERSHIPS.

“In the case of any partnership interest created by gift, the dis-
tributive share of the donee under the partnership ement shall
be includible in his gross income, except to the extent that such share
is determined without allowance of reasonable compensation for
services rendered to the partnership by the donor, and except to the
extent that the portion of such share attributable to donated capital
is proportionately greater than the share of the donor attributable to
the donor’s capital. The distributive share of a partner in the earn-
ings of the partnership shall not be diminished because of absence
due to military service. For the gm ose of this section, an interest
purchased by one member of a family from another shall be con-
sidered to be created by gift from the seller, and the fair market value
of the purchased interest shall be considered to be donated capital.
The ‘family’ of any individual shall include only his spouse, ancestors,
and lineg,l descendants, and any trust for the primary benefit of such
persons.

(¢) Errecrive DaTe.—The amendments made by this section shall be
applicable with respect to taxable years beginning after December 31,
1950. The determination as to whether a person shall be recognized as
a partner for income tax purposes for any taxable year beginning
before January 1, 1951, shall be made as if this section had not been
enacted and without inferences drawn from the fact that this section
is not expressly made applicable with respect to taxable years begin-
ningbbefora January 1, 1951. In applying this subsection where the
taxable year of any family partner is different from the taxable year
of the partnership—

(1) if a taxable year of the partnership beginning in 1950 ends
within or with, as to all of the family partners, taxable years which
begin in 1951, then the amendments made by this section shall be
applicable with respect to all distributive shares of income derived
by the family partners from such taxable year of the partnership
beginning in 1950, and

%‘2) if a taxable year of the partnership ending in 1951 ends
within or with a taxable year of any family partner which began
in 1950, then the amendments made by this section shall not be
Epp:licab]e with respect to any of the distributive shares of income

erived by the family partners from such taxable year of the
partnership.

SEC. 341. WAR LOSSES.

(a) Tax Uroxy War Loss Recovery.—Section 127 (¢) (relating to
recoveries included in gross income) is hereby amended to read as
follows:

“(e¢) Recoveries.—

“(1) Generar ruLE—Upon the recovery in the taxable year
of any money or property in respect of property considered under
subsection (a) as destroyed or seized in any prior taxable year,
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the amount of such recovery shall be included in gross income to
the extent provided in paragraph (2), unless the provisions of
paragraph MS3) are applicable to the taxable year pursuant to an
election m

e by the taxpayer under the provisions of paragraph

“(2) INCLUSION IN GROSS INCOME.—

“(A) Amount of Recovery.—The amount of the recovery
of any money or property in respect of property considered
under subsection (a) as destroyed or seized in any prior
taxable year shall be an amount equal to the aﬁgregate of
such money and the fair market value of such property,
determined as of the date of the recovery.

“(B) Amount of Gain Includible—To the extent that the
amount of the recovery plus the aggregate of the amounts of
previous such recoveries do not exceed that part of the aggre-
gate of the allowable deductions in prior taxable years on
account of the destruction or seizure of property described
in subsection (a) which did not result in a reduction of an
tax of the taxpayer under this chapter or chapter 2, suc
amount shall not be includible in gross income and shall not
be deemed gain upon the involuntary conversion of property
as a result of its destruction or seizure. To the éxtent that
such amount plus the aggregate of the amounts of previous
such recoveries exceed that part of the aggregate of such
deductions, which did not result in a reduction of any tax
of the taxpayer under this chapter or chapter 2 and do not
exceed that part of the aggregate of such deductions which
did result in a reduction of any tax of the taxpayer under
this chapter or chapter 2, such amount shall be included in
gross income but shall not be deemed a gain upon the invol-
untary conversion of property as a result of its destruction or
seizure. To the extent that such amount plus the aggregate
of the amounts of %revious such recoveries exceed the aggre-
gate of the allowable deductions in prior taxable years on
account of the destruction or seizure of property described
in subsection (a), such amount shall be considered a gain
upon the involuntary conversion of property as a result of
its destruction or seizure and shall be recognized or not
recognized as provided in section 112 (f). If for any previous
taxable year the taxpayer chooses under subsection (b) to
treat sm{rl obligations and liabilities as discharged or satisfied
out of the property or interest described in subsection (a)
and if such obligations and liabilities were not so discharged
or satisfied, the amount of such obligations and liabilities
treated as (iischarged or satisfied under subsection (b) shall
be considered for the purposes of this section as a deduction
by reason of this section which did not result in a reduction of
any tax of the taxpayer under this chapter or chapter 2.
For the purposes of this paragraph an allowable deduction
for any taxable year on account of the destruction or seizure
of property described in subsection (a) shall, to the extent
not allowed in computing the tax of the taxpayer for such
taxable year, be considered an allowable deduction which did
not result in a reduction of any tax for the taxpayer under
this chapter or chapter 2.

“(3) TAX ADJUSTMENT MEASURED BY PRIOR BENEFITS.—If the
provisions of this paragraph are applicable to the taxable year
pursuant to an election made by the taxpayer under the provisions
of paragraph (5)—
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i %A) Amount of Recovery.—The amount of the recovery
in the taxable gear of any money or property in respect of
property considered under subsection (a) as destroyed or
seized in any prior taxable year shall be an amount equal to
the aggregate of such money and the fair market vglue of
such property, determined as of the date of the recovery. For
the purpose of this paragraph, in the case of the recovery of
the same property or interest considered under subsection (a)
as destroyed or seized, the fair market value of such property
or interest shall, at the Oﬁtiml of the taxpayer, be considered
an amount equai to the adjusted basis (for determining loss)
of such property or interest in the hands of the taxpayer on
the date su roperty or interest was considered under sub-
section (a) asdestroyed or seized. The amount of the recovery
determined under this subparagraph shall be reduced for
the purposes of subparagraphs (B) and (C) by the amount
of the obligations or liabilities with respect to the property
considered under subsection (a) as destroyed or seized in
respect of which the recovery was received, if the taxpayer
for any previous taxable year chose under subsection (b) (2)
to treat such obligations or liabilities as discharged or satis-
fied out of such property, and such obligations or liabilities
were not so discharged or satisfied prior to the date of the
recovery.

“(B) Adjustment for Prior Tax Benefits—That part of
the amount of the recovery, in respect of any property con-
sidered under subsection (a) as destroyed or seized, which is
not in excess of the allowable deductions in Prior taxable years
on account of such destruction or seizure of the property (the
amount of such allowable deductions being first reduced by
the aggregate amount of any prior recoveries in respect of the
same property) shall be excluded from gross income for the
taxable year of the recovery for the purpose of computing
the tax under this chapter and chapter 2; but there shall be
added to, and assessed and collected as a 1Emrt of, the tax under
this chapter for the taxable year of the recovery the total
increase in the tax under this chapter and chapter 2 for all
taxable years which would result by decreasing, in an amount
equal to such part of the recovery so excluded, such deduc-
tions allowable in the prior taxable years with respect to the
destruction or seizure of the property. Such increase in the
tax for each such year so resulting shall be computed in
accordance with regulations prescribed by the Secretary.
Such regulations shall give effect to previous recoveries of
any kind (including recoveries described in section 22 (b)
%2)) with respect to any prior year. and shall provide for
the case where there was no tax K)r the prior year, but shall
otherwise treat the tax previously dlat-ermimady for any year
in accordance with the principles set forth in section 3801 (d{i
All credits allowable against the tax for any year and a
carry-overs and carry-backs affected by so decreasing the
allowable deductions shall be taken into account in computing
the increase in the tax, except that the computation of the
excess profits credit under chapter 2 E for any taxable year
shall not be affected.

“(C) Gain Upon Recovery.—The amount of any recovery
or part thereof, in respect of property considered under sub-
section (a) as destroyed or seized, which is not excluded from
gross income under the provisions of subparagraph (B) shall
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be considered for the taxable year of the recovery as gain on
the involuntary conversion of property as a result of its
destruction or seizure and shall be recognized or not recog-
nized as provided in section 112 (f).

“(D) Recoveries Treated as Gross Income for Certain
Purposes.—For the purﬁoses of sections 51, 52, and 3801 (b)
the recovery in the taxable year of a.n&r money or property in
respect of property considered under subsection (a) as
destroyed or seized 1n any prior taxable year shall be deemed
to be an item includible in gross income for the taxable year
in which the recovery is mn%ll:?

“(4) RESTORATION OF VALUE OF INVESTMENTS REFERABLE TO
DESTROYED OR SEIZED PROPERTY.—For the purpose of this subsection
the restoration in whole or in part of the value of any interest
described in subsection (a) (3) by reason of any recovery of money
or property in respect of property to which such interest related
and which was considereg under subsection (a) (1) or (2) as
destroyed or seized shall be deemed a recovery of property in
respect of property considered under subsection (a) as destroyed
or seized. In applying paragraph (3) of this subsection such
restoration shall be treated as the recovery of the same interest
considered under subsection (a) as destroyed or seized.

“(5) ELECTION BY TAXPAYER FOR APPLICATION OF PARAGRAPH
(3).—If the taxpayer elects to have the provisions of paragraph
(3) applicable to any taxable g'ear in which he recovered any
money or property in respect of property considered under sub-
section (a) as destroyed or seized, the provisions of paragraph (3)
shall be applicable to all taxable years of the taxpayer beginning
after December 31, 1941, and such election, once made, shall be
irrevocable. The election shall be made in such manner and at
such time as the Secretary may by regulations prescribe, except
that no election under this paragraph may be made after December
31, 1952, unless the taxpayer recovers money or property (in
respect of property considered under subsection (a) as destroyed
or seized) during a taxable year ending after the date of the
enactment of the Revenue Act of 1951, If pursuant to such
election the provisions of paragraph (3) are applicable to any
taxable year—

“(A) the period of limitations provided in sections 275 and
276 on the making of assessments and the be%inning of
distraint or a proceeding in court for collection shall not, with
respect to—

“(i) the amount to be added to the tax for such taxable
year under the provisions of paragraph (3), and
“(ii) any deficiency for such taxable year or for any
other taxable year, to the extent attributable to the basis
of the recovered property being determined under the
provisions of subsection (d) (2),
expire prior to the expiration of two years following the date
of the making of such election, and such amount and such
deficiency may be assessed at any time prior to the expiration
of such period notwithstanding any law or rule of law which
would otherwise prevent such assessment and collection, and

“(B) in case refund or eredit of any overpayment resulting
from the application of the provisions of para:graph (3) to
such taxable year is prevented on the date of the making of
such election, or within one i?{e,-ﬂn' from such date, by the
operation of any law or rule of law (other than section 3761,
relating to compromises), refund or credit of such overpay-
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ment may, nevertheless, be made or allowed if claim therefor

is filed within one year from such date.
In the case of any taxable year ending before the date of the mak-
ing by the taxpayer of an election under this paragraph, no
interest shall be paid on any overpayment resulting from the
application of the provisions of paragraph (3) to such taxable
year, and no interest shall be asse or collected with respect
to any amount or any deficiency specified in clause (A), for any
period prior to the expiration of six months following the date
of the making of such election by the taxpayer.”

(b) Basis or Recoverep ProperTY —Section 127 (d) §re1ating to
basis of recovered property) is hereby amended to read as follows:

“(d) Basis or RECOVERED PROPERTY.—

“(1) I~ cenerar.—The unadjusted basis of property recovered
in respect of property considered as destroyed or seized under
subsection (a) shall be determined under this subsection. Such
basis shall be an amount equal to the fair market value of such
property, determined as of the date of the recovery, reduced by
an amount B(Hl&l to the excess of the aggregate of such fair mar-
ket value and the amounts of previous recoveries of money or
property in respect of property considered under subsection (a)
as cﬁgtmyed or seized over the aggregate of the allowable dedue-
tions in prior taxable years on account of the destruction or
seizure of property described in subsection (a), and increased by
that portion of the amount of the recovery which under subsec-
tion (c) is treated as a recognized gain from the involuntary
conversion of property. Upon :gplication of the taxpayer, the
a%gregate of the bases (determined under the preceding sentence)
of any properties recovered in respect of properties considered
under subsection (a) as destroyed or seized may be allocated
among the properties so recovered in such manner as the Secre-
tary may determine under regulations prescribed by him, and
the amounts so allocated to any such property so recovered shall
be the unadjusted basis of such property in lieu of the unadjusted
basis of such property determined under the preceding sentence.

“(2) PROPERTY RECOVERED IN TAXABLE YEAR TO WHICH SUBSEC-
TION (¢) (3) 18 aApPrIOABLE—In the case of a taxpayer who has
made an election under the provisions of subsection (¢) (5), the
basis of property recovered shall be an amount equal to the value
at which such property is included in the amount of the recovery
under subsection (¢) (3) (A) (determined without regard to the
last sentence thereof), reduced by such part of the gain under
subsection §c) (3) (C) which is not recognized as provided in
section 112 (f).”

(¢) Creprr ror Fomreion Taxes.—Section 131 (a) (relating to
allowance of credit for taxes of forei%n countries and possessions of
the United States )is hereby amended by inserting after “section 102”
the following: “and except the additional tax im’Posed for the taxable
year under the provisions of section 127 (c) (3)”.

d DaTtes—The amendments made by this section
shall be applicable to taxable years beginning after December 31, 1941.

SEC. 342. DEDUCTION OF EXPENDITURES FOR MINE EXPLORATION.

(a) DepucrioNn or MiNe ExproraTioN EXPENDITURES.—Section 23
(relating to deductions from gross income) is hereby amended by
adding at the end thereof the f(ﬁlowing new subsection:

“(ff) DepuctioN oF EXPLORATION EXPENDITURES.—

“(1) In eENERAL.—In the case of expenditures paid or incurred
durmf the taxable year for the purpose of ascertaining the exist-
ence, location, extent, or quality of any deposit of ore or other
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mineral, and paid or incurred prior to the beginning of the de-

velopment stage of the mine or deposit, so much of such expendi-

tures as does not exceed $75,000. This subsection shall apply

only with respect to the amount of such expenditures which, but

for this subsection, would not be allowable as a deduction for the

taxable year. This subsection shall not apply to expenditures

for the acquisition or improvement of property of a character

which is subject to the allowance for depreciation provided in

BE e a0 section 23 (1), but allowances for depreciation shall be considered,
T for the purposes of this subsection, as expenditures paid or in-
curred. In no case shall this subsection applfy with respect to

amounts qaid or incurred for the purpose of ascertaining the

existence, location, extent, or quality of any deposit of oil or gas.

“(2) ExrecrioN oF TaxPaYER.—IT the taxpayer elects, in accord-
ance with regulations prescribed by the Secretary, to treat as
deferred expenses any portion of the amount deductible for the
taxable Year under paragraph (1), such portion shall not be
deductible under paragra.?h (1) but shall be deductible on a
ratable basis as the units of produced ores or minerals discovered
or explored by reason of such expenditures are sold. An election
made under this paragraph for any taxable year shall be binding
for such year.

“(8) 'aT1oN.—This subsection shall not apply to any
amounts paid or incurred in any taxable year if in any four
preceding years the taxpayer, or any individual or corporation
who has transferred to the taxpayer any mineral property under
circumstances which make the provisions of paragraph SI;), (8),

gy BRtade, R0 (112, (18), (15), (17), (20), or (22) of section 113 (a) apph-
26T. 8. C. § 113 (8). cable to such transfer, has either (A) been allowed a deduction
under paragraph (1) of this subsection or (B) made the election

provided under paragraph (2) of this subsection.

“(4) ApJUSTED BASIS OF MINE OR DEPOSIT,—The amount of ex-
penditures which are treated under paragraph (2) as deferred
expenses shall be taken into account in computing the adjusted
basis of the mine or deposit, but such amounts, and the adjust-

Roe: ments to basis provided in section 113 (b) (1) (M) shall be
disregarded in determining the adjusted basis of the property
for the purpose of computing a deduction for depletion under

AT section 114.
Anie, pp. 497, 488, (b) ApsusteEp Basis For DerermMiNiNG Gain or Loss UroN Sare or

BUs & sus . ExcEANGE—Section 113 (b) él) (relating to adjusted basis of prop-
Ante, pp. 487, 497, erty) is herebﬁ amended by adding at the end thereof the following:
= “(M) for amounts allowed as deductions as deferred ex-
penses under section 23 (ff) (2) (relating to certain explora-
tion expenditures) and resulting in a reduction of the tax-
payer’s taxes under this chapter, but not less than the amounts
allow?,ble under such section for the taxable year and prior
ears.

(c) Elg'nmvn Dare—The amendments made by this section shall

be applicable to taxable years ending after December 31, 1950.

SEC. 343. DEFINITION OF EMPLOYEE.

S et % . (8) AMENDMENT OF SEcTION 3797 (a} —Section 3797 (a) is amended
Ante, pp. 491, 811. by adding at the end thereof the following new paragraph:

“(h(}) Emrroyee.—For the purpose of applying the provisions
of chapter 1 with respect to contributions to or under a stock
bonus, pension, profit-sharing, or annuity plan, and with respect
to distributions under such a plan or by a trust forming part
of such a plan, the term ‘employee’ shall include a full-time life
insurance salesman who is considered an employee for the purpose

Ante, p. 515
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of subchapter A of chapter 9, or, in the case of services performed
before January 1, 1951, who would be considered an employee if
his services were performed during 1951.”
(b) Errecrive Date.—The amendment made by this section shall
be applicable with respect to taxable years beginning after December
31, 1938,

SEC. 344. NONBUSINESS CASUALTY LOSSES.

(a) RemovaL or LimiraTion.—Section 122 (d) (5) (relating to net
operating loss deduction) is hereby amended by insertinﬁ at the end
thereofnt:ile following new sentence: “This paragraph shall not apply
with respect to deductions allowable for losses sustained after Decem-
ber 31, 1950, in respect of property, if the losses arise from fire, storm,
shipwreck, or other casualty, or from theft.”

(b) Erreorive Dare.—The amendment made by this section shall be
applicable in computing the net operating loss deduction for taxable
years ending after December 31, 1948.

SEC. 345. ABATEMENT OF TAX ON CERTAIN TRUSTS FOR MEMBERS
OF ARMED FORCES DYING IN SERVICE.

In the case of a trust which accumulated income for a beneficiary who
died on or after December 7, 1941, and before January 1, 1948, while in
active service as a member of the military or naval forces of the United
States or of any of the other United Nations, there shall be allowed as a
deduction in computing the net income of such trust (in addition to
other deductions allowable under sections 23 and 162 of the Internal
Revenue Code) income of the trust for any taxable year (before
gix_ninu!_:}on for income tax) which was accumulated for such bene-

ciary if—

(1) the income accumulated was for a taxable year of the trust
which ended with or within a taxable year (ending on or after
December 7, 1941) of such beneficiary during any part of which he
was a member of such military or naval forces, or, in the case of the
taxable year of the trust during which such beneficiary died, the
income accumulated was for the period in such taxable year prior
to the death of such beneficiary ; and

(2) the amount of such accumulated income was, without
regard to this section, taxable to the trust, and

(3) the income for such taxable year accumulated for the bene-
ficiary, if not distributed to him prior to his death, was payable by
the trust at or after his death only to his estate, spouse, or lineal
ancestors or descendants,

SEC. 346. LIFE INSURANCE DEPARTMENTS OF MUTUAL SAVINGS
BANKS.

(a) CompuraTion oF Tax.—Supplement A of chapter 1 is hereby
amended by adding at the end thereof the following new section :

“SEC. 110. MUTUAL SAVINGS BANKS CONDUCTING LIFE INSURANCE
BUSINESS.

“(a) ALTERNATIVE Tax.—In the case of a mutual savings bank not
having capital stock represented by shares, authorized under State law
to engage in the business of issuing life insurance contracts, and which
conducts a life insurance business in a separate department the
accounts of which are maintained separately ?:om the other accounts
of the mutual savings bank, there shall be levied, collected, and paid,
in lieu of the taxes imposed by sections 13 and 15, or section 117 (¢) (1),
a tax consisting of the sum of the partial taxes determined under
paragraphs (1) and (2):

517

53 Btat, 175,
26U, B, O. § 1400 et
geg.

53 Btat. 12, 66,
261, 8. 0. §§23, 162,

Ante, pp. 485, 486,
460, 491, 480, 518, 500,

t. 33,
.B.C.§101 et

Ante, pp. 465, 468,
470.
Post, p. 518.



518

Btat.
U. 8.

7
Q.

33.
C.

§112 (b)

§101 ().

PUBLIC LAW 183—OCT. 20, 1951 [65 Srar.

“(1) A partial tax computed upon the net income determined
without regard to any items of gross income or deductions properly
allocable to the business of the life insurance department, at the
rai&es and in the manner as if this section has not been enacted;
an

“(2) a partial tax computed upon the net income (as defined
in section 201 (¢) (7)) of the IiEa insurance department deter-
mined without regard to any items of gross income or deductions
not properly allocable to such department, at the rates and in the
manner provided in Supplement G with respect to life insurance

companies.
“(b) ITATIONS OF SECTION.—The provisions of subsection ga)
shall be applicable only if the life insurance department would, if it

were treated as a separate corporation, qualify as a life insurance

_ company under section 201 (b).”
(b) %'E

CHNICAL AMENDMENT.—Section 13 (relating to normal tax
on corporations) is hereby amended by adding at the end thereof the
following new subsection :

“(f) Muruar Savines Banks ConpuctiNe Lire INSURANCE
Business.—For special tax, in lieu of the taxes imposed by this section
and section 15, in the case of a mutual savings bank conducting a life
insurance business, see section 110.”

(¢) Errective Date.—The amendments made by this section shall
be applicable only with respect to taxable years beginning after
December 31, 1951.

SEC. 347. PUBLISHING BUSINESS CARRIED ON BY TAX-EXEMPT OR-
GANIZATION.

(a) TreaTMENT A8 RrraTep Trape or Business.—Section 422 (b)
(relating to definition of unrelated trade or business) is hereby
amended by adding at the end thereof the following : “If a publishing
business carried ongby an organization during a taxable year beginnin
before January 1, 1953, is, without regard to this sentence, an unrelat;es
trade or business, but before the beginning of the third succeeding
taxable gear the business is carried on bﬁ it (or by a successor who
acquired such business in a liquidation which would constitute a tax-
free exchange under section 112 (b) (6)) in such manner that the
conduct thereof is substantially related to the exercise or performance
by such organization éor such successor) of its educational or other
pu or function described in section 101 (6), such publishi
business shall not be considered, for the taxable year, as an unrelate
trade or business.”

(b) Errecrive Date.—The amendment made by this section shall
be applicable with respect to taxable years beginning after December
31, 1950, and prior to January 1, 1953,

SEC. 348. DEDUCTION WITH RESPECT TO CERTAIN UNRELATED
BUSINESS NET INCOME.

(a) Unrevatep Business Ner INcoME—Section 422 (a) (relating
to unrelated business net income) is hereby amended by adding at the
end thereof the following: “In the case of an organization described
in section 8813 (a) (2) which is a member of a partnership all of whose
members are organizations described in section 3813 (a) ?2), if a trade
or business regularly carried on by such partnership is an unrelated
trade or business with respect to such organization, such organization
shall, for taxable years beginnin b&fomglanuary 1, 1954, be allowed a
deduction in an amount equal to the portion of the gross income of such
partnership from such unrelated trade or business which such organi-
zation is required (by a provision of a written contract executed by
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such organization prior to January 1, 1950, which provision a?ressly
deals with the disposition of the gross income of the partnership) to
pay within the taxable year in discharge of indebtedness incu by
such organization in acquiring its share of such trade or business, or to
irrevocably set aside within tﬁe taxable year for the discharge of such
indebtedness (to the extent that such amount has been so paid or set
aside) if (i) such partnership was formed prior to January 1, 1950,
for the llp se of carrying on such trade or business, and (ii) sub-
stantia ual:lgathe assets in carrying on such trade or business were
a(:quimdy by it or by its members prior to such date. As used in the
preceding sentence, the word ‘indebtedness’ does not include indebted-
ness incurred after January 1, 1950.”

(b) Errecrive Date.—The amendment made by this section shall be
applicable with respect to taxable years beginning after December 31,
1950, and prior to January 1, 1954.

SEC. 349. NONDISTRIBUTABLE INCOME OF PERSONAL HOLDING COM-
PANIES.

Effective for taxable dyears befinning after December 31, 1939, sec-
tion 504 is hereby amended by a
new subsection : 141

“(e) The amount by which the undistributed subchapter A net
income determined without reference to this subsection exceeds the
amount which could be distributed on the last day of the taxable year
as a dividend (1) without violating any action, regulation, rule, order,
or proclamation taken, promulgated, made, or issued by, or pursuant to
the direction of, the President or any agency that he may designate,
under the 'I‘rac{mg With the Enemy Act of October 16, 1917, as
amended, or the First War Powers Act of 1941, and (2) not subject to
a lien in favor of the United States.”

TITLE IV—EXCISE TAXES

Part I—Tax on Admissions and Cabarets

SEC. 401. REMOVAL OF TAX ON FREE ADMISSIONS.

Section 1700 (a) (1) (relating to tax on single or season tickets) is
hereby amended by striking out the second, fourth, and fifth sentences
thereof.

SEC. 402. EXEMPTIONS FROM ADMISSIONS TAX.

(a) ReinstaTEMENT oF PREWArR Exemerions.—Notwithstanding
section 541 (b) of the Revenue Act of 1941, the provisions of section

1701 (relatinf to exemptions from the admissions tax) shall apply to ,

amounts paid on or after the effective date specified in section 403 of
this Act for admissions on or after such date.

b) AmeNDMENT oF SectioN 1701 (a) anp (b).—Subsections (a
and (b) of section 1701 (relating to exemptions from admissions tax
are hereby amended to read as follows:

“(a) AN Reuieious, EpvcaTioNar, or CrArrraBLE ENTERTAIN-
’“}Eih;’T Ex ded h (
1) I~ eeNErRaL—Except as provided in paragraph (2), any
admissions all the proceeds of wh?ch inure— - )
“(A) exclusively to the benefit of—
“(i) a church or a convention or association of
?
“(ii) an educational institution which is exempt under
section 101 (6) or which is an educational institution of
a government or political subdivision thereof, if such
organization normally maintains a regular faculty and
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curriculum and normally has a regularly organized body
of pupils or students in attendance at the place where its
educational activities are regularly carried on;

“(iii) a corporation or any community chest, fund, or
foundation organized and operated exclusively for
charitable purposes, exempt under section 101 (6), if
such corporation or organization is supported, in whole
or in part, by funds contributed by the United States or
any State or political subdivision thereof, or is primarily
supported by contributions from the general public;

‘(iv) a society or organization concflfctad for the sole
purpose of maintaining symphony orchestras or operas
and receiving substantial support from voluntary con-
tributions;

“(v) an organization &orga-nized prior to October 1,
1951) which is exempt under section 101 (6) and which is
operated for the purpose of conducting an annual chau-
tauqua program of educational, cultural, and religious
activities at a permanent location—

if no part of the net earnings thereof inures to the benefit of
any private stockholder or individual;

“(B) exclusively to the benefit of National Guard organ-
izations, Reserve officers’ associations or organizations, posts
or organizations of war veterans, or auxiliary units or
societies of any such posts or organizations, if such om
organizations, units, or societies are organized in the 'Upni
States or any of its possessions, and if no part of their net
earnings inures to the benefit of any private stockholder or
individual ; or

“(C) exclusively to the benefit of a police or fire depart-
ment of any city, town, village, or ang municipality or
exclusively to a retirement, pension, or disability fund for
the sole benefit of members of such a police or fire department
or to a fund for the heirs of such members.

“(2) Nonexempr apmissioNs.—The exemption provided under
paragraph (1) shall not apply in the case of admissions to (A)
any athletic game or exhibition unless the proceeds inure exclu-
sively to the benefit of an elementary or secondary school or unless
in the case of an athletic game between two elementary or sec-
ondary schools, the entire gross proceeds from such game inure
to the benefit of a hospital for crippled children, (B) wrestling
matches, prize fights, or boxing, sparring, or other pugilistic
matches or exhibitions, (C) carnivals, rodeos, or circuses in which
any professional performer or operator participates for compen-
sation, or (D) any motion picure exhibition. . \

“(b) AcricuLTURAL Fairs,—Any admissions to agricultural fairs if
no part of the net earnings thereof inures to the benefit of any stock-
holders or members of the association conducting the same—if the
proceeds therefrom are used exclusively for the improvement, mainte-
nance, and operation of such agricultural fairs; or”.

(c) Apmissions ™0 MunrcrpaL Swimmineg Poors, Erc.—Section
1701 is hereby amended by striking out the period at the end of sub-
section (c) and inserting in lieu thereof “; or” and by adding at the
end of such section the followin%new subsections:

“(d) Mownicrean Swimming Poors, Ero.—Any admissions to swim-
ming pools, bathing beaches, skating rinks, or other places providing
facilities for physical exercise, operated !by any State or political
subdivision thereof or bf‘: the United States or any agency or instru-
mentality thereof—if the proceeds therefrom inure exclusively to
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the benefit of the State, political subdivision, United States, agency,
or instrumentality. For the purposes of this subsection the term
‘State’ includes Alaska, Hawaii, and the District of Columbia; or

i&e) (1) Home anxp Garoex Tours.—Any admission to a home or
garden which is temporarily opened to the general public as part of
a program conducted by a society or organization to permit the 1 -
tion of historical homes and gardens—if no part of the net earnin
thereof inures to the benefit of any private stockholder or individual,

“(2) Hisroric Srres.—Any admissions to historic sites, houses,
and shrines, and museums conducted in connection therewith, main-
tained and operated by a society or organization devoted to the preser-
vation and maintenance of such historic sites, houses, shrines, and
museums—if no part of the net earnings thereof inures to the benefit
of any private stockholder or individual.”

SEC. 403. EFFECTIVE DATE OF AMENDMENTS RELATING TO ADMIS-
SIONS.

The amendments made by sections 401 and 402 shall be applicable
with respect to amounts paid on or after the first day of the first
month which begins more than ten days after the date of the enact-
ment of this Act for admissions on or after such date.

SEC. 404. TAX ON CABARETS, ROOF GARDENS, ETC.

(a) Barrooms anp Dance Harvus—Section 1700 (e) (1) (relating
to tax on cabarets, roof gardens, etc.) is hereby amended by inserti
after the second sentence thereof the following new sentence: “In no
case shall such term include any ballroom, dance hall, or other similar
Place where the serving or selling of food, refreshment, or merchandise
1s merely incidental, unless such place would be considered, without
the application of the xreceding sentence, as a ‘roof garden, cabaret,
or other similar place’.

(b) Errecrive Date.—The amendment made by subsection (a)
shall be applicable only with respect to periods after 10 antemeridian
on the first day of the first month which begins more than ten days
after the date of the enactment of this Act.

Part II—Tax on Cigarettes

SEC. 421. TAX ON CIGARETTES.

(a) Iwcrease IN RaTe.—Section 2000 (c) (2) (tax on cigarettes)
is hereby amended by striking out “$3.50 per thousand” and inserting
in lieu thereof “$4 per thousand until April 1, 1954, and $3.50 per
thousand on and after April 1,1954”.

(b) Errecrive Date.—The amendment made by subsection (a)
shall take effect on the first day of the first month which begins more
than 10 days after the date of the enactment of this Act.

SEC. 422. FLOOR STOCKS TAX AND FLOOR STOCKS REFUND ON
CIGARETTES.

Section 2000 (relating to tax on tobacco, ete.) is hereby amended by
adding at the end thereof the following new subsections:
“(f) 1951 Froor Stocks Tax.— .

“(1) Tax—Upon cigarettes subject to tax under this section
weighing not more than three pounds per thousand, which on the
effective date of section 421 of the Revenue Act of 1951 are held by
any person for sale, there shall be levied, assessed, collected, and
paid a floor stocks tax at a rate equal to the increase in rate of tax
made applicable to such cigarettes by the Revenue Act of 1951.

“(2) Rerurns.—Every person required by this subsection to
pay any floor stocks tax shall, on or before the end of the month
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roxt ollowing the month in which section 421 (a) of the Revenue
Act of 1951 takes effect, under such regulations as the Secretary
shall prescribe, make a return and pay such tax, except that in
the case of such cigarettes held by manufacturers and importers,
the Secretary may collect the tax with respect to such cigarettes
by means of stamps rather than return, and in such case may
make an assessment against such manufacturer or importer hav-
ing cigarette tax stamps on hand on the effective date of such sec-
tion for the difference between the amount paid for such stamps
and the increased rate imposed by such section.

“(8) Laws arpricasLe—All provisions of law, including pen-
alties, applicable in respect of tﬁe taxes imposed by section 2000,
shall, insofar as applicable and not inconsistent with this sub-
section, be applicable with respect to the floor stocks tax imposed
by this subsection.

“(g) Froor Stocks REFUNDS ON CIGARETTES.—

“(1) In cENeraL—With respect to cigarettes, weighing not
more than three pounds per thousand, upon which the tax
imposed by subsection (¢) (2), or upon which floor stocks tax
imposed by subsection (f), has been paid, and which, on April
1, 1954, are held by any person and intended for sale, or are in
transit from foreign countries or insular possessions of the
United States to any person in the United States for sale, there
shall be credited or refunded to such person (without interest),
subject to such regulations as may be prescribed by the Secre-
tary, an amount equal to the difference between the tax paid on
such cigarettes and the tax made applicable to such articles on
April 1, 1954, if claim for such credit or refund is filed with the
Secretary prior to July 1, 1954,

“(2) IEIMITATIONS ON ELIGIBILITY FOR CREDIT OR REFUND.—NoO
person shall be entitled to credit or refund under paragraph (1)
unless (A) such person, for such period or periods both li)efore
and after April 1, 1954 (but not extending beyond one year
thereafter), as the Secretary shall by regulations prescribe,
makes and keeps, and files with the Secretary such records of
inventories, sales, and purchases as may be prescribed in such
regulations; and (B) such person establishes to the satisfaction
of the Secretary, with respect to the cigarettes for which credit
or refund is claimed by him under this section, that on and after
April 1, 1954, and until the expiration of three months thereafter,
the price at which cigarettes of such class were sold (until a num-
ber equal at least to the number on hand on April 1, 1954, were
sold) reflected, in such manner as the Secretary may by regula-
tions prescribe, the amount of the tax reduction.

| 3? PENALTY AND ADMINISTRATIVE PROCEDURES.—A 1] provisions
of law, including penalties, applicable in respect of internal rev-
enue taxes on cigarettes shall, insofar as applicable and not incon-
sistent with this subsection, be applicable in respect of the credits
and refunds provided for in this subsection to the same extent as
if sucl;x credits or refunds constituted credits or refunds of such
taxes.’

SEC. 423. REDUCTION OF TAX ON TOBACCO AND SNUFF.

(a) RebuctioNn 1N Rate—Section 2000 (a) (relating to tax on
tobacco and snuff) is hereby amended by striking out “18 cents per
und”, wherever it appears therein, and inserting in lieu thereof
“10 cents per pound”.

(b) ErrecTive Date.—The amendment made by subsection (a)
shall take effect on the first day of the first month which begins more
than ten days after the date of the enactment of this Act.
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Part III—Retailers’ Excise Taxes

SEC. 431. RETAILERS’ EXCISE TAX ON TOILET PREPARATIONS.

a) Basy Oms, Erc.—Section 2402 (a) is hereby amended by
adding at the end thereof the fo]]owinglnew sentence: “The tax im-
posed by this subsection shall not a.pﬁ) y to lotion, oil, powder, or
other article intended to be used or applied only in the care of babies.”

(b) Sares o Barser Smors, Erc.—Section 2402 (b) is hereby
amended to read as follows: .

“(b) Beaury Parrors, Erc.—For the urm of subsection (a),
the sale of any article described in su subsection to any person
operating a barber shop, beauty fpsa.rlor, or similar establishment for
use in the operation thereof, or for resale, and the sale of miniature
samples of any such article for demonstration use only to a house-to-
house salesman by the manufacturer or distributor, shall not be con-
sidered as a sale at retail. The resale of such article at retail by such
person, or the resale of such sample at retail by such house-to-house
salesman, shall be subject to the provisions of subsection (a).”

SEC. 432. EFFECTIVE DATE OF PART IIL

The amendments made by this part shall apply only to articles sold
on or after the first day of the month which begins more than
ten days after the date of the enactment of this Act.

Part IV—Diesel Fuel

SEC. 441. DIESEL FUEL USED IN HIGHWAY VEHICLES.

(a) Imposition oF Tax.—The Internal Revenue Code is hereby
amended by adding after chapter 19 the following new chapter:

“CHAPTER 20—DIESEL FUEL

“SEC. 2450. TAX ON DIESEL FUEL.

“There is hereby imposed a tax of 2 cents a gallon upon any liquid
(other than an dproduct taxable under section 3412) —

“(1({ sold by any person to an owner, lessee, or other operator
of a diesel-powered highway vehicle, for use as a fuel in such
vehicle, or

“(2) used by any person as a fuel in a diesel-powered highway
v;;hicle( :lllnless there was a taxable sale of such liquid under
clause .

On and after April 1, 1954, the tax imposed by this section shall
be 114 cents a gallon in lieu of 2 cents a gallon.

“SEC. 2451. RETURNS AND PAYMENT.

8 ]Sa) ReqQuirEMENT.—Every Eerson liable for tax under this chapter
shall make returns and pay the taxes due to the collector for the
district in which is located his principal place of business, or if he
has no principal place of business in the United States, then to the
collector at Baltimore, Maryland. Such returns shall contain such
information and be made at such times and in such manner as the
Secretary may by regulations prescribe.

“(b) InrTeresT.—The tax shall, without assessment or notice, be due
and payable to the collector at the time prescribed for filing the return.
If the tax is not paid when due, there shall be added as part of the tax
interest at the rate of 6 per centum per annum from the time when the
tax became due until paid.
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“SEC. 2452. CREDITS AND REFUNDS.

“(a) Non-TaxasLe Use or Sare By VENDEE—A credit against tax
under this chapter, or a refund, may be allowed or made to a person in
the amount of tax paid by him under this chapter with respect to his
sale of any liquid to a vendee for use as fuel in a diesel-powered high-
way vehicle, if such person establishes, in accordance with regulations
prescribed by the Secretary, that—

“ Slll) the vendee used such liquid otherwise than as fuel in such
a vehicle or resold such liquid, and
“(2) such person has repaid or agreed to repay the amount of
such tax to such vendee, or has obtained the consent of the vendee
to the allowance of the credit or refund.
No interest shall be allowed with respect to any amount of tax credited
or refunded under the provisions of this subsection.

“(b) Proor ReqQumep 1x Case or Crrrary OverrayMEeNTS.—No
overpayment of tax under this chapter shall be credited or refunded
(otherwise than under subsection (a)) in pursuance of a court decision
or otherwise, unless the person who paid the tax establishes, in accord-
ance with regulations prescribed by the Secretary, (1) that he has not
included the tax in the price of the article with respect to which it was
imposed, or collected the amount of tax from the vendee, or (2) that
he has repaid the amount of the tax to the ultimate purchaser of the
article, or files with the Secretary written consent of such ultimate
purchaser to the allowance of the credit or refund.

“SEC. 2453. TAX-FREE SALES.

“Under regulations preseribed by the Secretary, no tax under this
chapter shall be imposed with respect to the sale of any liquid for the
exclusive use of any State, Territory of the United States, or any
political subdivision of the foregoing, or the District of Columbia, or
with respect to the use by any of the foregoing of any liquid as fuel in a
diesel-powered highway vehicle.

“SEC. 2454. APPLICABILITY OF ADMINISTRATIVE PROVISIONS.

“All provisions ef law (including penalties) applicable in respect of
the taxes imposed by section 2700 shall, insofar as applicable and not
inconsistent with this chapter, be appiicable in respect of the taxes
imposed by this chapter.

“SEC. 2455. RULES AND REGULATIONS,

“The Secretary shall prescribe and publish all needful rules and
regulations for the enforcement of this chapter.”

(b) Errective Date—The amendment made by subsection (a) shall
take effect on the first day of the first month which begins more than
ten days after the date of the enactment of this Act.

Part V—Liquor

SEC. 451. INCREASE IN TAX ON DISTILLED SPIRITS FROM $9 TO $10.50

PER GALLON.

(a) Disrien Seirrrs GENERALLY.—Section 2800 (a) (1) is hereby
amended by striking out “$6” and inserting in lieu thereof “$10.507,
and by inserting after the first sentence the following new sentence:
“On and after April 1, 1954, the rate of tax imposed by this para-
graph shall be $9 in lieu of $10.50.”.

(b) IntrorTED PERFUMES CONTAINING DISTILLED SPIRITS.—Section
2800 (a) (3) is hereby amended by striking out “$6” and inserting in
lieu thereof “$10.50”, and by adding at the end thereof the followin
new sentence: “On and after April 1, 1954, the rate of tax impo
by this paragraph shall be $9 in lieu of $10.50.”.
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(¢) Froor Stocks Tax.—Section 2800 is amended by inserting at 5 Stat. 208; 58 Stas.
the end thereof the following new subsection : 3. 8. 0. § 2900,
“(1) 1951 Froor Stocks Tax.— AR

“(1) Tax—Upon all distilled spirits upon which the internal
revenue tax imposed by law has been paid, and which on the
effective date of section 451 (32 of the Revenue Act of 1951, are  Fos, p. 528.
held and intended for sale or for use in the manufacture or pro-
duction of any article intended for sale, there shall be levied,
assessed, collected, and paid a floor stocks tax of $1.50 on each
proof-gallon, and a progortionate tax at a like rate on all frac-
tional parts of such proof-gallon.

“(2) Rerurns.—Under such re%ulations as the Secretary shall
Erescribe, every person required by tﬁ)aragraph (1) to pay any

oor stocks tax shall, on or before the end of the thirtieth day
following the effective date of section 451 (a) of the Revenue
Act of 1951 make a return and shall, on or before the first day of
the third month following such effective date, pay such tax. Pay-
ment of the tax shown to be due may be extended to a date not
later than the first day of the tenth month following the effective
date of such section upon the ﬁlinalof a bond for payment thereof
in such form and amount and with such surety or sureties as the
Secretary may prescribe.

“(3) Laws appricasrLe.—All provisions of law, including Ren-
alties, applicable in respect of internal revenue taxes on distilled
spirits shall, insofar as applicable and not inconsistent with this
subsection, be applicable in respect of the floor stocks tax imposed
hereunder. For the purposes of this subsection the term ‘distilled
spirits’ shall include products produced in such manner that the
person producing them is a rectifier within the meaning of section
3254 (g).” 53 Btat. 301,

26 U, 8. O, § 3284
SEC. 452. WINES. ®-

(a) IwcreasE IN RaTe oF Tax.—

(1) Sty wines.—So much of section 3030 (a) (1) (A) (tax Ra=b¥7 . o
on still wines, etc.) as precedes the second sentence thereof is )(a).
hereby amended to read as follows:

“(A) Imposition.—Upon all still wines, including ver-
mouth, and all artificial or imitation wines or compounds
sold as still wine, &mduced in or imported into the United
States on or after the effective date of section 452 (a) of the
Revenue Act of 1951, or which on such date were on an
winery premises or other bonded premises or in transit
thereto or at any custom house, there shall be levied, collected,
and paid taxes at rates as follows, when sold, or removed for
consumption or sale:

“On wines containing not more than 14 per centum of
absolute alcohol, 17 cents per wine-gallon, the per centum of
alcohol under this section to be oned by volume and not
by weight, except that on and after April 1, 1954, the rate
shall be 15 cents per wine-gallon;

“On wines containing more than 14 per centum and not
exceeding 21 per centum of absolute alcohol, 67 cents per
wine-glfon, except that on and after April 1, 1954, the rate
shall be 60 cents per wine-gallon;

“On_wines containing more than 21 per centum and not

24 per centum of absolute alcohol, $2.25 per wine-,
llon, except that on and after April 1, 1954, the rate shall be
2 per wine-gallon;
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“All such wines containing more than 24 £er centum of
absolute alcohol by volume shall be classed as distilled spirits
and shall pay tax accordingly.”

(2) SPARKLING WINES, LIQUEURS, AND CORDIALS.—Section 3030
(a) (2) (tax on sparkling wines, liqueurs, and cordials) is hereby
amended as follows:

A) By striking out “after June 80, 1940, or which on
July 1, 1940” and inserting in lieu thereof “on or after the
effective date of section 452 (a) of the Revenue Act of 1951,
or which on such date”;

(B) by striking out “10 cents on each one-half pint or
fraction thereof” and inserting in lieu thereof “17 cents on
each one-half pint or fraction thereof, except that on and
after April 1, 1954, the rate shall be 15 cents on each one-
half pint or fraction thereof”; and

by striking out “5 cents on each one-half pint or
fraction thereof” each place that it occurs and inserting in
lieu thereof “12 cents on each one-half pint or fraction
thereof, except that on and after April 1, 1954, the rate
shall be 10 cents on each one-half pint or fraction thereof”.
(b) Froor Smoxs.—-SubchaIf)ter F of chapter 26 is hereby amended
by inserting at the end thereof the following new section:

“SEC. 3195. 1951 FLOOR STOCKS TAX ON WINES.

“(a) Upon all wines upon which the internal revenue tax imposed
by law has been paid, and which on the effective date of section 452
(a) of the Revenue Act of 1951 are held and intended for sale or for
use in the manufacture or production of an article intended for sale,
there shall be levied, assessed, collected, and paid a floor stocks tax
at rates equal to the increases in rates of tax made applicable to such
articles by section 452 (a) of the Revenue Act of 1951.

“(b) Reruorns.—Under such regulations as the Secretary shall pre-
scribe, every person required by subsection (a) to pa{ any floor stocks
tax shall, on or before (tlhe end of the thirtieth day follo the effec-
tive date of section 452 (a) of the Revenue Act of 1951 make a return
and shall, on or before the first day of the third month following such
effective date, pay such tax. Payment of the tax shown to be due
may be extended to a date not later than the first day of the tenth
month following the effective date of section 452 (a) of the Revenue
Act of 1951, upon the filing of a bond for payment thereof in such form
and al_nb:unt and with such surety or sureties as the Secretary may

rescripe.
i “(e¢) Laws Appricasre.—All provisions of law, including penalties,
applicable in respect of the taxes imposed by section 303 i:) shall,
insofar as applicable and not inconsistent with this section, be appli-
cable with respect to the floor stocks tax imposed by subsection (a).”

SEC. 453. FERMENTED MALT LIQUOR.

(a) Increase i1¥ Tax oN FermeNTED MarT Liquors From $8 To $9
PER BARREL—Section 3150 (a) (tax on fermented malt liquors) is
hereby amended (1) by striking out “$7” and inserting in lieu thereof
“89” and (2) by striking out the second sentence and inserting in
lieu thereof the following: “On and after April 1, 1954, the tax im-

os,ed by the preceding sentence shall be at the rate of $8 in lieu of

(b) Froor Stocks Tax.—Section 3150 is hereby amended by insert-
ing at the end thereof the following new subsection :
‘(g) 1951 Froor Stocks Tax.—
“(1) Tax—Upon all fermented malt liquors upon which the
internal revenue tax imposed by law has been paid, and which
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on the effective date of section 453 (a) of the Revenue Act of 1951
are held by any person and intended for sale there shall be levied,
collected, and paid a floor stocks tax at a rate of $1 per
barrel of 31 gallons,
“(2) Rerurns.—Under such lations as the Secretary shall
rescribe, every person required by paragraph (1) to pay any
Eoor stocks tax shall, on or before the end of the thirtieth day
following the effective date of section 453 (a) of the Revenue Act
of 1951 make a return and shall, on or before the first day of the
third month following such effective date, pay such tax. Pay-
ment of the tax shown to be due may be extended to a date not
later than the first day of the tenth month following the effective
date of section 453 (a) of the Revenue Act of 1951, upon the
filing of a bond for payment thereof in such form and amount and
with such surety or sureties as the Secretary may prescribe.
“(3) Laws ArpricasLe.—All provisions of law, including pen-
alties, applicable in respect of the taxes imposed by subsection
(a) shall, insofar as applicable and not inconsistent with this
su ion, be applicable with respect to the floor stocks tax im-
posed by this subsection.”

SEC. 454. FLOOR STOCKS REFUNDS.

(a) AmeENDMENT OF SECTION 1656 (a).—Section 1656 (a) (relatin
to floor stocks refunds on distilled spirits, etc.) is amended to rea
as follows:

“(a) In GeNeraL—With respect to any article upon which tax is
imposed under section 2800 (a), 3030 (a), or 3150 (a), upon which
internal revenue tax (inc!udm%geocr stocks tax) at the applicable rate
prescribed by such section has been paid, and which, on April 1, 1954,
18 held by any person and intended for sale or for use in the manu-
facture or production of any article intended for sale, there shall be
credited or refunded to such person (without interest), subject to such
regulations as may be prescribed by the Secretary, an amount equal
to the difference between the tax so paid and the rate made applicable
to such articles on and after April 1, 1954, by such section, if claim
for s&ch credit or refund is filed with the Secretary prior to May 1,
1954,

(b) AMENDMENT OF SECTION 1656 (b).—Section 1656 (l;ﬁ e&re}ating
to limitations on eligibility for floor stocks refunds on distilled spirits,
etc.) is amended by striking out “the rate reduction date” wherever
it appears therein and inserting in lieu thereof “April 1, 1954”.

SEC. 455. CLERICAL AMENDMENT.

The table contained in section 1650 (relati
of certain miscellaneous taxes) is hereby amended by striking out the

following:

412800 - P EELUN Distilled EBdrlu. ............... $6 per gallon......... per gallon.
2800 (B) (8)-unvammccmnnan Tm; taining | $6 per gallon.. ... gallon,
Wmm ke $6 per gallon g per
S e Bﬂ}l ‘E’.?:%%u 14% of Alcohol._.| 10 cents per gallon____| 15 cents per gallon
) Qver ;14% S 006 oY | 40 Geata Do Salion——| 00 cnts pat ATl
0l eohol.
(3) vsﬂgghand not over | $1 per gallon......... $2 per gallon.
b Y I T — Bpm'c W_inea. Ligueurs, and
1) Champsgne or Sparkling | 10 -pint
O ity Curbonate |8 SRR E | T
arbonal cen =] =]
ine. e i or Mcg:n s 3 M thu;gi‘
(8) Ligueurs, Cordials, Etc...| § mm half-pint | 10 %mt h&l&r‘
or or :
| e e | Fermented Malt Liquors_....... per weeneeee| $8 per barrel.”
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SEC. 456. EFFECTIVE DATE OF PART V.

The amendments made by this part shall take effect on the first day
of the first month which begins more than 10 days after the date of the
enactment of this Act.

Part VI—Occupational Taxes

SEC. 461. DEALERS IN LIQUORS.

(a) WwuoresaLe Drsrers 1N Liquors.—Section 3250 (a) (1)
(relatig to occtgational tax on wholesale dealers in liquors) is hereb,Y
amended by striking out “$110” and inserting in lieu thereof “$200”.

(b) Reram Deavers v Liquors.—Section 3250 (b) (1) (relating
to occupational tax on retail dealers in liquors) is hereb?r amended by
striking out “$27.50” and inserting in lieu thereof “$50”.

(¢) WaoresaLe Deavers 1N Mavt Liquors.—Section 3250 (d) (1)
(relating to tax on wholesale dealers in malt liquors) is hereb
amended by striking out “$55” and inserting in lieu thereof “$100”.

SEC. 462. DRAWBACK IN THE CASE OF DISTILLED SPIRITS USED IN
THE MANUFACTURE OF CERTAIN NONBEVERAGE PROD-
UCTS.

(a) Drawsack.—Section 3250 (1) (5) (relating to manufacturers
or producers of designated nonbeverage products) is amended to read
as follows:

“(5) Drawsack.—In the case of distilled spirits tax-paid and

used as cprovided in this subsection, a drawback shall be allowed—

“(A) at the rate of $6 on each proof gallon upon which tax

is paid at a rate of $9 per proof gallon prior to the effective
date of section 462 of the Revenue Act of 1951,

“(B) at the rate of $9.50 on each proof gallon upon which
tax is paid at a rate of $10.50 per proof gallon on and after
th?i effective date of section 462 of the Revenue Act of 1951,
an

“(C) at the rate of $8 on each proof gallon upon which tax
is paid at a rate of $9 per proof gallon after March 31, 1954,

Such drawback shall be due and payable quarterly upon filing of
a proper claim with the Secretary. No claim under this subsec-
tion shall be allowed unless filed with the Secretary within the
three months next succeeding the quarter for which t{le drawback
is claimed.”

(b) ErrrcTive Date—The amendment made by subsection (a)
shall be applicable only with respect to distilled spirits used on or after
the first day of the first month which begins more than ten days after
the date of the enactment of this Act.

SEC. 463. TAX ON COIN-OPERATED GAMING DEVICES.

Section 3267 (a) (tax on coin-operated gaming devices) is herebg
amended by striking out “$150" wherever appearing therein an
inserting in lieu thereof “$250”.

SEC. 464. EFFECTIVE DATE OF PART VI

The amendments made by sections 461 and 463 shall take effect on
the first day of the first month which begins more than ten days after
the date of the enactment of this Act. %;11 the case of the year begin-
ning July 1, 1951, where the trade or business on which the tax is
imposed was commenced prior to the first day of the month specified
in the preceding sentence, the increase in tax resulting from such
amendments shall be reckoned proportionately from the first day of
such month to and including the thirtieth day of June following and
shall be due on, and payable on or hefore, the last day of the month
specified in the preceding sentence.
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Part VII—Wagering

SEC. 471. WAGERING TAXES.

(a) Imposrrion oF Taxes.—Subtitle B (relating to miscellaneous
taxes) is hereby amended by inserting after chapter 27 the following
new chapter:

“CHAPTER 27A—WAGERING TAXES

“Subchapter A—Tax on Wagers
“SEC. 8285. TAX.

“(a) Wacers.—There shall be imposed on wagers, as defined in sub-
section (b), an excise tax equal to 10 per centum of the amount thereof.

“(b) 1rioNs.—For the purposes of this chapter—

“(1) The term ‘wager’ means (A) any wager with respect to
a sports event or a contest placed with a person engaged in the
business of accepting such wagers, (B) any wager placed in a
wagering pool with respect to a sports event or a contest, if such
Fool is conducted for profit, and (C) any wager placed in a
ottery conducted for profit.

“(2) The term ‘lottery’ includes the numbers game,dpolicy, and
similar types of wagering. The term does not include (cé.;f an
ame of a type in which usually (i) the wagers are placed, (ii
the winners are determined, and (iii) the distribution of prizes
or other property is made, in the presence of all persons placing
wagers in such game, and (B) any drawing conducted by an
organization exempt from tax under section 101, if no part of the
net proceeds derived from such drawing inures to the benefit of

any private shareholder or individual.

“(c) Amount o Wacer.—In determining the amount of any wager
for the purposes of this subchapter, all charges incident to the Elacmg
of such wager shall be included ; except that if the taxpayer establishes,
in accordance with regulations preseribed b}}; the Secretary, that an
amount equal to the tax imposed by this subchapter has been collected
as a separate charge from the person placing such wager, the amount
so collected shall be excluded.

“(d) Persons Liasre ror Tax.—Each person who is engaged in the
business of accepting wagers shall be liable for and shall ﬁmi the tax
under this subchapter on all wagers placed with him. Each person
who conducts any wagering pool or lottery shall be liable for and
shall pay the tax under this subchapter on all wagers placed in such
pool or lottery.

“(e) ExcLusions From Tax.—No tax shall be imposed by this sub-
chapter (1) on any wager placed with, or on any wager placed in a
wagering pool conducted by, a parimutuel wagering enterprise licensed
under State law, and (2) on any wager placed in a coin-operated
dev,irca with respect to which an occupational tax is imposed by section
3267,

“(f) Terrrrorrar ExTeNT.—The tax imposed by this subchapter
shall apply only to wagers (1) accepted in the United States, or (2)
placed by a person who is in the United States A} with a person who
1s a citizen or resident of the United States, or (B) in a wagering pool
or lottery conducted by a person who is a citizen or resident of the
United States.

“SEC. 3286. CREDITS AND REFUNDS.

“(a) No uver%aympnt of tax under this subchapter shall be credited
or refunded (otherwise than under subsection (E) ), in pursuance of
a court decision or otherwise, unless the person who paid the tax
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establishes, in accordance with regulations prescribed by the Secretary,
(1) that he has not collected (whether as a separate c :.:ge or other-
wise) the amount of the tax from the t_'Earscm who placed the wager
on which the tax was imposed, or (2) that he has repaid the amount
of the tax to the person who placed such wager, or unless he files with
the Secretary written consent of the person who placed such wager
to the allowance of the credit or the making of the refund. In the
case of any laid-off wager, no overpayment of tax under this sub-
chapter shall be so credited or refunded to the person with whom such
laid-off wager was placed unless he establishes, in accordance with
regulations prescribed by the Secretary, that the provisions of the
preceding sentence have ieen complied with both with respect to the
person who placed the laid-off wager with him and with respect to
the person wﬁo placed the original wager.

“(b) Where an taxYayer lays oge part or all of a wager with
another person who is liable for tax under this subchapter on the
amount so laid off, a credit against the tax imposed by this subchapter
shall be allowed, or a refund shall be made to, the taxpayer laying-off
such amount. Such credit or refund shall be in an amount which bears
the same ratio to the amount of tax which such taxpayer paid under
this subchapter on the original wager as the amount so laid off bears
to the amount of the original wager. Credit or refund under this sub-
section shall be allowed or made only in accordance with regulations
prescribed by the Secretary; and no interest shall be allowed with
respect to any amount so credited or refunded.

“SEC. 3287. CERTAIN PROVISIONS MADE APPLICABLE.

“All provisions of law, including penalties, applicable with respect
to any tax imposed by section 2700 shall, insofar as applicable and not
inconsistent with the provisions of this subchapter, be applicable with
respect to the tax imposed by this subchapter. In addition to all other

‘records required pursuant to section 2709, each person liable for tax

under this subchapter shall keep a daily record showing the gross
amount of all wagers on which he is so liable.

“Subchapter B—Occupational Tax
“SEC, 3290. TAX,

“A special tax of $50 E:r year shall be lEmid by each person who is
liable for tax under subchapter A or who is engaged in receiving
wagers for or on behalf of any person so liable.

“SEC. 3291. REGISTRATION.

“(a) Each person reqﬁired to pay a special tax under this sub-
chapter shall register with the collector of the district—

“(1) his name and place of residence;

“(2) if he is liable for tax under subchapter A, each place
of business where the activity which makes him so liable is
carried on, and the name and place of residence of each person
Whé) is engaged in receiving wagers for him or on his behalf;
an

“(3) if he is engaged in receiving wagers for or on behalf of
any person liable for tax under subchapter A, the name and place
of residence of each such person.

“(b) Where subsection (2) requires the name and place of residence
of a firm or company to be registered, the names and places of resi-
dence of the several persons constituting the firm or company shall
be registered.

“(cl) In accordance with regulations prescribed by the Secretary,
the collector may require from time to time such supplemental informa-
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tion from any person required to register under this section as may
be needful to the enforcement of this chapter.

“SEC. 3292. CERTAIN PROVISIONS MADE APPLICABLE.
“Sections 8271, 3278 (a), 3275, 3276, 8277, 8279, and 3280 shall

extend to and apply to the special tax imposed by this subchapter 323, s276-3277, 3279

and to the persons upon whom it is imposed, and for that gurposa
any activity which makes aé(ferson liable for special tax under this
subchapter shall be considered to be a business or occupation described
in chapter 27. No other provision of subchapter B of chapter 27 shall
so extend or apply.

“SEC. 3293. POSTING.

“Every person liable for speciz tax under this subchapter shall
place and keep conspicuously in his principal place of business the
stamp denoting the payment of such special tax; except that if he
has no such place of business, he shall keep such stamp on his person,
and exhibit 1t, upon request, to any officer or employee of the Bureau
of Internal Revenue, -

“SEC. 3294. PENALTIES.

“(a) Famwuore To Pay Tax.—Any person who does any act which
makes him liable for special tax under this subchapter, without having
Eaid such tax, shall, besides being liable to the payment of the tax, be

ned not less than $1,000 and not more than $5,000.

“(b) Famwure o Post or ExaiBrT STAMP.—Any person who, through
negligence, fails to comply with section 3293, shall be liable to a
penalty of $50, and the cost of prosecution. Any person who, through
willful neglect or refusal, fails to comply with section 3293, shall
liabletoa penalt%of $100, and the cost of prosecution.

“(¢) WiLruL VioLaTions.—The penalties prescribed by section 2707
with respect to the tax imposed by section 2700 shall apply with respect
to the tax imposed by this subchapter.

“Subchapter C—Miscellaneous Provisions

“SEC. 3297. APPLICABILITY OF FEDERAL AND STATE LAWS,

“The payment of any tax imposed by this chapter with respect to
any activity shall not exempt any person from any penalty provided by
a law of the United States or of any State for engaging in the same
activity, nor shall the payment of any such tax prohibit any State from
placing a tax on the same activity for State or other purposes.

“SEC. 3298. INSPECTION OF BOOKS.

“Notwithstanding section 3631, the books of account of any person
liable for tax under this c}lualpter may be examined and inspected as
frequently as may be needful to the enforcement of this chapter.”

(b) TecaNICAL AMENDMENT.—Section 3310 (f) (relating to discre-
tion allowed the Commissioner with respect to returns and payment of
tax) is hereby amended by inserting after “subchapter A of chapter
25,” the following : “subchapter A of chapter 27A,”.

SEC. 472. EFFECTIVE DATE OF PART VII.

The tax imposednliy subchapter A of chapter 27A, as added by section
471, shall apply only with respect to wagers placed on or after the
first day of the first month which begins more than 10 days after the
date of enactment of this Act. No tax shall be payable under sub-
chapter B of chapter 27A, as added by section 471, with respect to any
period prior to the first day of the first month which begins more
than 10 days after the date of enactment of this Act. In the case of
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any t{)erson who is liable for tax under subchapter A of chapter 27A,
as added by section 471, or who is engaged in receiving wagers for or
on behalf of any person so liable, and who commenced the activity
which makes him subject to such tax, or who was engaged in receiving
such wagers, prior to the first day of the first month specified in the
preceding sentence, the tax under subchapter B of chapter 27A, as
added by section 471, shall be reckoned proportionately from the first
day of such month to and including the thirtieth day of June fol-
lowing and shall be due on, and payable on or before, the last day
of the month specified in the preceding sentence.

Part VIII—Manufacturers’ Excise Taxes

SEC. 481. AUTOMOBILES, TRUCKS, AND PARTS OR ACCESSORIES.

(a) Iwcrease ix Tax ox Trucks.—Section 3403 (a) (tax on trucks
busses, etc.) is hereby amended by striking out “5 per centum” and
inserting in lieu thereof “8 per centum, except that on and after April
1,1954, ﬁle rate shall be 5 per centum”.

(b) Increase in Tax oN PasseNeGer AvromoBiLes AND MorTor-
cycres,—Section 3403 (b) (tax on automobile chassis and bodies, ete.)
is hereby amended to read as follows:

“(b) Ormer CHmassis aNp Boores, Erc.—Other automobile chassis
and bodies, chassis and bodies for trailers and semitrailers (other than
house trailers) suitable for use in connection with passenger automo-
biles, and motorcycles (including in each case parts or accessories there-
for sold on or in connection therewith or with the sale thereof), except
tractors, 10 per centum, except that on and after April 1, 1954, the
rate shall be 7 per centum. A sale of an automobile, trailer, or semi-
trailer shall, for the gu oses of this subsection, be considered to be a
sale of the chassis and of the body.”

(¢) IncreasE IN Tax on ParTs or Accessories.—Section 3403 %:)
(tax on parts or accessories for automobiles, etc.) is hereby amended by
striking out “5 per centum” and inserting in lieu thereof “8 per centum,
except that on and after April 1, 1954, the rate shall be 5 per centum”.

(d) Rerutur Parts or Accessorres.—Section 3403 (c¢) (tax on parts
or accessories) is hereby amended by adding at the end thereof the
following : “In determining the sale price of a rebuilt automobile part
or accessory there shall be excluded from the price, in accordance with
regulations prescribed by the Secretary, the value of a like part or
accessory accepted in exchange.”

(e) TEcENTCAL AMENDMENT.—Section 3403 (e) (relating to certain
credits against the tax imposed by section 3403) is hereby amended by
striking out “in the case of an article taxable under subsection (a),
5 per centum, and in the case of an article taxable under subsection
(b), 7 per centum” and inserting in lieu thereof “in the case of an
article taxable under subsection (a) or subsection gb), the applicable
percentage rate of tax provided in such subsections”.

(f) Parrs or Accessories ror Farm EQuipMeNT.—Section 3443 (a)
(3) (A) is hereby amended by strikinig out the period at the end of
clause (v) and inserting in lieu thereof a semicolon, and by inserting
after clause (v) the following:

“(vi) in the case of articles taxable under section 3403
(¢) (other than spark plugs, storage batteries, leaf
springs, coils, timers, and tire cfmina) , used or resold for
use as repair or replacement parts or accessories for farm
equipment (other than equipment taxable under subsec-
tion (a) or (b) of section 3403) ;”.

(g) Errecrive DaTe or SussecTioN (f).—The amendment made by
subsection (f) shall be effective with respect to articles purchased (by



65 STar.] PUBLIC LAW 183—O0CT. 20, 1951 533

the user thereof) on or after the first day of the first month which
ins more than ten days after the date of the enactment of this Act.
h) Removar or Tax on Tires ror Toys, Erc—Paragraph (1& of
section 3400 (a) rela.tmﬁ to tax on tires) is i'.lereby amended Ey ad mﬁ
at the end thereof the following: “The tax imposed by this paragraph «).
shall not apply to (A) tires which are not more than 20 inches in diam-
eter and not more than one and three-fourths inches in cross-section,
if such tires are of all-rubber construction (whether hollow center or
solid) without fabric or metal reinforcement, or (B) tires of extruded
tiring with internal wire fastening agent.”

SEC. 482. NAVIGATION RECEIVERS SOLD TO THE UNITED STATES.

(a) Exemprion oN Savres To UNrTED STATES OF CERTAIN RADIO SETS.—
Section 3404 (a) (relating to manufacturers’ excise tax on radio receiv-
ing sets, ete.) is hereby amended by adding at the end thereof the fol-
lowing new sentence: “No tax sha{l be imposed under this subsection
with respect to the sale to the United States for its exclusive use of a
communication, detection, or navigation receiver of the type used in
commercial, military, or marine installations.”

(b) Tax-Free Sares oF Rapio Parrs—Section 3404 (b) (relating
to manufacturers’ excise tax on component parts of radio receiving
sets, etc.) is hereby amended by adding at the end thereof the follow-
ing new sentence : “Under regulations prescribed by the Secreta,r{, no
tax shall be imposed under t%is subsection with respect to the sale of
any article for use by the vendee as material in the manufacture or
production of, or as a component part of, communication, detection,
or navigation receivers of the type used in commercial, military, or
marine installations if such receivers are to be sold by the vendee to
the Unted States for its exclusive use. If any article sold tax-free to
such vendee is not so used by him, or being so used the receiver is not
so sold, the vendee shall be considered as the manufacturer or pro-
ducer of such article.”

(¢) Rerunp 1N Case oF Use oF Parrs.—Section 3443 (a) (1) (relat-
ing to credits and refunds) is hereby amended to read as follows: «

“(1) to a manufacturer or producer, in the amount of any tax
uilder this chapter which has been paid with respect to the sale
ol—

“(A) any article (other than a tire, inner tube, or auto-
mobile radio or television receiving set taxable under section
3404) purchased by him and used by him as material in the Sure.
manufacture or production of, or as a comggnent part of,
an article with respect to which tax under this chapter has
been paid, or which has been sold free of tax by virtue of
section 3442, relating to tax-free sales; v s

“(B) any article described in section 3404 (b) purchased Supra.
by him and used by him as material in the manufacture or
groduction of, or as a component part of, communication,

etection, or navigation receivers of the tyge used in com-
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mercial, military, or marine installations if such receivers
ha.v?, been sold by him to the United States for its exclusive
use.
(d) Rerunp ixv Case or ResaLe 1o UN1TEDp StaTEs—Section 8443
éa. (8) (A) is hereby amended by adding at the end thereof the 4e p.52.
ollowing :
“(vii) in the case of a communication, detection, or
navigation receiver of the type used in commercial, mili-
tary, or marine installations, resold to the United States
for its exclusive use.”
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(e) Use BY MANUFACTURER OF TaxapLg Parrs—Section 3444 (b)
(relating to tax on use by manufacturer of taxable articles) is hereby
amended to read as follows:

“(b) This section shall not apply with respect to the use by the
manufacturer, producer, or importer of articles described in section
3404 (b) if sucﬁ articles are used by him as material in the manufac-
ture or production of, or as a component part of, communication,
detection, or navigation receivers of the type used in commerecial,
military, or marine installations if such receivers arve to be sold to the
United States for its exclusive use.”

f) Errecrive Dates.—The amendments made by subsections (a)
and (b) shall take effect as provided in section 490. The amend-
ments made by subsections (¢) and (e) shall be applicable with respect
to articles used in receivers sold to the United States on or after the
first day of the first month which begins more than ten days after
the date of the enactment of this Act, and the amendment made by
subsection (d) shall be applicable with respect to articles resold to the
United States on or after such first day.

SEC. 483. TAX-FREE SALES OF REFRIGERATOR COMPONENTS TO
WHOLESALERS FOR RESALE TO MANUFACTURERS.

Section 3405 (b) is hereby amended by inserting “(hereinafter
referred to as ‘refrigerating equipment’)” before the period at the
end of the first sentence and by striking out the second and third
sentences and inserting in lieu thereof the following: “Under regula-
tions prescribed by the Secretary, the tax under this subsection shall
not apply in the case of sales of any such refrigerator components
by the manufacturer, producer, or importer to (1) a manufacturer or
producer of refrigerating equipment, or (2) a vendee for resale to a
manufacturer or producer of ref ‘iigerat-ing equipment if such com-
ponents are in due course so resold. If any such refrigerator com-
ponents are resold by the manufacturer or producer to whom sold or
resold otherwise than on or in connection with, or with the sale of,
complete refrigerating equipment manufactured or ?roduced by him,
then for the purposes of this section such manufacturer or producer
shall be considered the manufacturer or producer of the refrigerator
components so resold by him.”

SEC. 484. SPORTING GOODS.

Section 3406 (a) (1) (relating to manufacturers’ excise tax on
sportin‘g goods) is hereby amended to read as follows:

(1) SrorTiNe Goops.—Badminton nets; badminton rackets
(measuring 22 inches over all or more in length); badminton
racket frames (measuring 22 inches over all or more in length) ;
badminton racket string; badminton shuttlecocks; badminton
standards; billiard and pool tables ﬁeasuring 45 inches over all
or more in length) ; billiard and pool balls and cues for such tables;
bowling balls and pins; clay pigeons and traps for throwing clay
pigeons; cricket balls; cricket bats; croquet balls and mallets;
curling stones; deck tennis rings, nets, and posts; %olf bags (meas-
uring 26 inches or more in length) ; golf balls; ﬂl clubs (measur-
ing 30 inches or more in length) ; lacrosse balls; lacrosse sticks;
polo balls; polo mallets; skis; ski poles; snowshoes; snow
toboggans and sleds (measuring more than 60 inches over all in
length) ; squash balls; squash rackets (measuring 22 inches over all
or more in length) ; squash racket frames (measuring 22 inches
over all or more in length) ; squash racket string; table tennis
tables, balls, nets, and paddles; tennis balls; tennis nets; tennis
rackets (measuring 22 inches over all or more in length) ; tennis
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racket frames (measuring 22 inches over all or more in length) ;
tennis racket string; 15 per centum, except that on and after

April 1, 1954, the rate shall be 10 per centum; fishing rods, creels,

reels, and artificial lures, baits, and flies ; 10 per centum.”
SEC. 485. ELECTRIC, GAS, AND OIL APPLIANCES,

Section 3406 (a) (3) (relating to manufacturers’ excise tax on elec-
tric, gas, and oil appliances) is hereby amended (1) by striking out
“Electric direct motor-driven fans and air circulators;” and inserting
in lieu thereof “Electric direct motor-driven fans and air circulators
(not of the industrial type); and the following appliances of the
household type:”, (2) by striking out “electric heating pads and
blankets” and inserting in lieu thereof “electric blankets, sheets, and
spreads”, and (3) by inserting after “juicers;” the following : “electric
belt-driven fans; electric exhaust blowers; electric or gas clothes
driers; electric door chimes; electric dehumidifiers; electric dishwash-
ers; electric floor polishers and waxers; electric food choppers and
grinders; electric hedge trimmers; electric ice cream freezers; electric
mangles; electric motion or still picture projectors; electric' pants
pressers; electric garbage disposal units; and power lawn mowers;”.

SEC. 486. ADJUSTMENTS OF TAX RATES ON PHOTOGRAPHIC APPA-
RATUS AND FILM; REPEAL OF TAX ON CERTAIN ITEMS.

(a) Irems Sussecr 10 Tax.—Section 3406 (a) (4) (relating to the
manufacturers’ excise tax on photographic apparatus) is hereby
amended to read as follows:

“(4) PHOTOGRAPHIC APPARATUS.—Cameras and camera lenses,
and unexposed photographic film in rolls (including motion pic-
ture film), 20 per centum. The tax imposed under this paragraph
shall not apply to X-ray cameras, to cameras weighing more than
four pounds exclusive of lens and accessories, to still camera lenses
having a focal length of more than one hundred and twenty mil-
limeters, to motion picture camera lenses having a focal length
of more than thirty millimeters, to X-ray film, to film more than
one hundred and fifty feet in length, or to film more than twenty-
five feet in length and more than thirty millimeters in width. Any
person who acquires unexposed photographic film not subject to
tax under this paragraph and sells such unexposed film in form
and dimensions subject to tax hereunder (or in connection with a
sale cuts such film to form and dimensions subject to tax here-
underz shall for the purposes of this subsection be considered the
manufacturer of the film so sold by him.”

(b) Froor Stocks Rerunns on Bures.—

(1) With respect to any photo-flash or other bulb upon which
the tax imposed under section 3406 (a) (4) of the Internal
Revenue Code has been paid, and which on the effective date
specified in section 489 of this Act is held by any person and
intended for sale, or for use in the manufacture or production of
any article intended for sale, there shall be credited or refunded
to the manufacturer or producer of such bulb (without interest),
subject to such regulations as may be prescribed by the Secretary
an amount equal to so much of the tax so paid as has been pmd
by such manufacturer or producer to such person as reimburse-
ment for the elimination on such effective date of the tax on such
bulb, if claim for such eredit or refund is filed with the Secretary

rior to the expiration of three months after such effective date.
%n credit or refund shall be allowable under this paragraph for
any bulb held by any person for sale which was purchased by such
person as a component part of any other article.
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(2) No person shall be entitled to credit or refund under para-
graph (1) unless he has in his possession such evidence of the
inventories with respect to which he has made the reimbursements
described in paragraph (1) as the regulations under paragraph
(1) shall uprescnbe.

(3) All provisions of law, including penalties, applicable with
respect to the tax imposed under section 3406 (a) (4) of the
Internal Revenue Code shall, insofar as applicable and not incon-
sistent with this subsection, be applicable in respect of the credits
and refunds provided for in this subsection to the same extent as
if such credits or refunds constituted credits or refunds of such
taxes.

SEC. 487. IMPOSITION OF TAX ON MECHANICAL PENCILS, FOUNTAIN
AND BALL POINT PENS, AND MECHANICAL LIGHTERS FOR
CIGARETTES, CIGARS, AND PIPES.

Chapter 29 (relating to manufacturers’ excise and import taxes) is
hereby amended by adding after section 3407 the following new
section :

“SEC. 3408. TAX ON MECHANICAL PENCILS, FOUNTAIN AND BALL POINT
PENS, AND MECHANICAL LIGHTERS FOR CIGARETTES,
'CIGARS, AND PIPES.

“(a) Imrosrrion oF Tax.—There shall be imposed on the followin
articles, sold by the manufacturer, producer, or importer, a tax equ
to 15 per centum of the price for which so sold : Mechanical pencils,
fountain pens, and ball point pens; mechanical lighters for cigarettes,
cigars, and pipes.

‘(b) Exemprion ¢ ArricLe TAxapre as JEweLrRy.—No tax shall
be imposed under this section on any article taxable under section
2400 Frelating to glawelry tax).~ If any article, on the sale of which
tax has been paid under this section, is further manufactured or
processed resulting in an article taxable under section 2400, the per-
son who sells such article at retail shall, in the computation of the
retailers’ excise tax due on such sale, be entitled to a credit or refund
in an amount equal to the tax paid under this section.”

SEC. 488. REPEAL OF TAX ON ELECTRICAL ENERGY.

(a) Repear oF Tax.—Section 3411 (relating to tax on electrical
energy for domestic or commercial consum%tion), and sections 3441
(d) and 3447 (c) (related provisions), are hereby repealed.

(b) Errective DaTe.—

(1) Except as provided in paragraph (2), the provisions of
subsection (a) shall apply to electrical energy sold on or after
the first day of the first month which begins more than ten days
after the date of the enactment of this Ect.

(2) In the case of electrical energy sold which is billed to the
customer for a period beginning before the effective date specified
in paragraph (1) and ending on or after such date, the provisions
of subsection (a) shall apply to that portion of the amount billed
for the electrical energy sold during such period which the num-
ber of days in such period on and after such effective date bears
to the total number of days in such period. This section shall
not apply to electrical energy sold before such effective date for
which a bill was rendered prior to such date,

SEC. 489, TAX ON GASOLINE.

(a) IncreASE 1N RaTE—Section 3412 Sa) is hereby amended by
striking out “11% cents” and inserting in lieu thereof “2 cents” and
by adding at the end thereof the following new sentence: “On and
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after April 1, 1954, the tax imposed by this section shall be 114 cents
a gallon in lieu of 2 cents a gallon.”

(b) Froor Srocks Tax anp Rerunp.—Section 3412 is hereby
amended by adding at the end thereof the following new subsections:

“(f) 1951 Froor Stocks Tax.—On gasoline subject to tax under
this section which, on the effective date of section 489 (a) of the
Revenue Act of 1951, is held and intended for sale, there shall be
levied, assessed, collected, and paid a floor stocks tax at the rate of
14 cent per gallon. The tax shall not applf to gasoline in retail stocks
held at the place where intended to be sold at retail, nor to gasoline
held for sale by a producer or importer of gasoline. The provisions
of section 3443 shall be applicable to the floor stocks tax imposed bﬁ
this subsection so as to entitle, subject to all the provisions of suc
section, (1) any manufacturer or producer to a refund or credit of
such tax under subsection (a) (1) of such section, and (2) any person
paying such floor stocks tax to a refund or credit thereof where gaso-
line is by such person or any other person used or resold for any of
the purposes specified in subparagraphs (A) (i), (ii), and (iii) of
subsection (a) (3) of such section.

“(g) Froor Rerunps oN GasoLINE—

“(1) In ceNeraL.—With respect to any gasoline taxable under
this section, upon which tax (including floor stocks tax) at the
applicable rate has been paid, and which, on April 1, 1954, is
held and intended for sale by any person, there shall be credited
or refunded (without interest) to the producer or importer who
paid the tax, subject to such regulations as may be prescribed by
the Secretary, an amount equal to so much of the difference
between the tax so paid and the amount of tax made applicable
to such gasoline on and after April 1, 1954, as has been paid
by such producer or importer to such person as reimbursement for

e tax reduction on such gasoline, if claim for such credit or
refund is filed with the Secretary prior to July 1, 1954. No credit
or refund shall be allowable under this subsection with respect to
gasoline in retail stocks held at the place where intended to be
sold at retail, nor with respect to gasoline held for sale by a pro-
ducer or importer of gasoline.

“(2) LIMITATION ON ELIGIBILITY FOR CREDIT OR REFUND.—NO
producer or importer shall be entitled to a credit or refund under
garagra%)h (1) unless he has in his possession satisfactory evi-

ence of the inventories with respect to which he has made the
reimbursements described in such paragraph, and establishes to
the satisfaction of the Secretary with respect to the quantity of
gasoline as to which credit or refund is claimed under such para-
graph, that on or after April 1, 1954, such quantity of gasoline
was sold to the ultimate consumer at a price which reflected the
amount of the tax reduction.

“(3) PENALTY AND ADMINISTRATIVE PROCEDURES.—A1] provisions
of law, including penalties, applicable in respect of the tax
imposed under this section shnﬂ, insofar as applicable and not
inconsistent with this subsection, be applicable in respect of the
credits and refunds provided for in this subsection to the same
extent as if such credits or refunds constituted credits or refunds
of such taxes.”

SEC. 490. EFFECTIVE DATE OF PART VIIL

Except as otherwise expressly provided in this part, the amend-
ments made by this part shall take effect on the first day of the first
n}onht}ls ‘X:-,It(.:h begins more than 10 days after the date of the enactment
of thi
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Part IX—Miscellaneous Excise Tax Amendments

SEC. 491. REDUCTION OF TAX ON TELEGRAPH DISPATCHES.

(a) Revuction or Tax.—The table contained in section 1650 (relat-
ing to the war tax rates of certain miscellaneous taxes) is hereby
amended by striking out the following:

"3::?‘(;}1&(& g‘hm D?ag'ig‘l’) ﬁﬁ.ﬁ&h. Cable, or | 15 per centum._..._.. 25 per centum.
telegraph, cable, and
radio dispatches).

(b) Errecrive Date—Subject to the provisions of subsection (c),
the amendments made by this section shall apply with respect to
amounts paid on or after the rate reduction date (as defined in sub-
section (d) ) for services rendered on or after such date.

(c) Amounts Pamn Pursuant 10 Bruns Renperep.—The amend-
ments made by this section shall not apply with respect to amounts
paid pursuant to bills rendered prior to the rate reduction date. In
the case of amounts paid pursuant to bills rendered on or after the
rate reduction date for services for which no previous bill was ren-
dered, the amendments made by this section shall apply except with
respect to such services as were rendered more than 2 months before
such date. In the case of services rendered more than 2 months before
such date the provisions of sections 1650 and 3465 of the Internal
Revenue Code in effect at the time such services were rendered shall be
applicable to the amounts paid for such services.

d) Rare Revuction Date—For the purposes of this section the
term “rate reduction date” means the first day of the first month which
begins more than 10 days after the date of the enactment of this Act.

SEC. 492. EXEMPTION OF CERTAIN OVERSEAS TELEPHONE CALLS
FROM THE TAX ON TELEPHONE FACILITIES.

(a) TerepHONE Caris From MeMeers or ArmED Forces 1n CoMBAT
Zonzes.—Section 3466 is amended by redesignating subsection (c)
thereof as subsection “(d)” and by inserting after subsection (b) the
following new subsection :

“(c) No tax shall be imposed under section 3465 (a) (1) (A) upon

" any ga,yment received for any telephone or radio telephone message
c

which originates within a combat zone, as defined in section 22 (b)
}13), from a member of the Armed Forces of the United States per-

‘orming service in such combat zone, as determined under such section,
provided a certificate, setting forth such facts as the Secretary may bﬁ
regulations prescribe, is furnished to the person receiving suc
payment.”

(b) Errecrive Date—The amendment made by subsection (a)
shall apply to amounts paid on or after the first day of the first month
which Eegins more than 10 days after the date of enactment of this
Act for telephone or radio telephone messages made on or after such
date.

SEC. 493. EXEMPTION OF FISHING TRIPS FROM TAX ON TRANSPOR-
TATION.

(a) ExemprioN.—Section 3469 (b) (relating to exemption of cer-
tain trips from the tax of transportation of persons) is hereby amended
by stri.Eing out “or to amounts” and inserting in lieu thereof “to
amounts”, and by inserting after the words “one month or less” the
following “, or to amounts paid for transportation by boat for the
purgose of l’ishing from such boat”.

(b) Errecrive Date—The amendment made by subsection (:1?1
shall apply to amounts paid on or after the first day of the first mont,
which begins more than 10 days after the date of the enactment of this
Act for transportation on or after such first day.
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SEC. 494, TAX ON TRANSPORTATION OF PERSONS.

(a) ExemrrioNn or Cerraiy ForeieN TraveL—Section 3469 (a)
of the Internal Revenue Code (relating to tax on transportation of
persons) is hereby amended by striking out the third sentence and
serting in lieu of such sentence the following: “In the case of
transportation by water on a vessel which makes one or more inter-
mediate stops at ports within the United States, Canada, or Mexico
on a voyage which begins or ends in the United States and ends or
begins outside the northern portion of the Western Hemisphere, no
part of such transportation shall be considered for the purposes of
the preced.inﬁ[sentence to be from any port within the United States,
Canada, or Mexico to any other sucg port if the vessel in stopping
at any such intermediate port is not authorized both to discharge and
to take on passengers. A port or station within Newfoundland shall
not, for the purposes of the preceding two sentences, be considered
as a port or station within Canada.”

(b) Errecrive Date.—The amendment made by subsection (a)
shall a.p}i}y to amounts paid on or after the first day of the first
month which begins more than ten days after the date of the enact-
ment of this Act for transportation on or after such first day.

SEC. 495. TRANSPORTATION OF MATERIAL EXCAVATED IN THE COURSE
OF CONSTRUCTION WORK.

(a) AMENDMENT oF SecTION 3475.—Section 3475 (relating to tax
on transportation of propert?:% is hereby amended by adding at the
end thereof the following: “The tax imﬁosed by this section shall
not apply to the transportation of earth, rock, or other material
excavated within the boundaries of, and in the course of, a construc-
tion project and transported to any place within, or adjacent to, the
boundaries of such project.” The tﬂstermination as to the applica-
bility of the tax imposed by section 3475 in the case of the transporta-
tion of any excavated material, other than transportation to which the
amendment made by this subsection applies, shall be made as if this
subsection had not ﬁeen enacted and without inferences drawn from
the fact that the amendment made by this subsection is not expressly
applicable to the transportation of such other excavated material.

b) Errecrive Dare—The amendment made by subsection (a)
shall apply to amouiits paid on or after the first day of the first month
which begins more than ten days after the date of enactment of this
Act for transportation on or after such first day.

SEC. 496. ARTICLES FROM FOREIGN TRADE ZONES.

(a) ImrorTED ARTIOLES.—UpoOn all articles specified in section 2000
(¢) (2),2800 (a), 8030 (a), or 3150 (a) of the Internal Revenue Code
on which the internal revenue taxes imposed by law have been deter-
mined, pursuant to section 3 of the Act of June 18, 1934, as amended
(U. 8. C,, title 19, sec. 813, }iu)rior to the effective date of the rates of
tax imposed on such articles by this Act, and which on or after such
effective date are brought from foreign trade zones into customs terri-
tory of the United States, there shall be levied, assessed, collected, and
paid on such articles, in addition to the tax so determined, an addi-
tional tax at rates %al to the increases in rates of tax made appli-
cable to such articles by this Act. The tax imposed by this subsection
shall be collected, paid, and accounted for at the same time and in
the same manner as tax on such article is collected, paid, and accounted
tf(:-r _:vhen brought from the foreign trade zone into the customs
erritory.

(b) PreviousLy Taxeam Awrrices.—Upon all taxpaid articles
specified in section 2000 (c) {3) 2800 &Ja), 3030 (a), or 3150 (a) of
the Internal Revenue Code which have been taken into foreign trade
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zones from the customs territory of the United States and placed
under the supervision of the collector of customs, pursuant to the
second proviso of section 3 of the Act of June 18, 1934, as amended
(U. 8. C,, title 19, sec. 81c), prior to the effective date of the rates of
tax imposed on such articles by this Act, and which on or after such
effective date are (without loss of identity) returned from forelﬁ
trade zones to customs territory of the United States, there shall
levied, assessed, collected, and paid on such articles an additional tax
at rates equal to the increases in rates of tax made applicable to such
articles by this Act. The tax imposed by this subsection on any article
shall be collected, paid, and accounted for at the same time and in
the same manner as if such article had been taken into the foreign
trade zone free of tax.

SEC. 497. REFUNDS ON ARTICLES FROM FOREIGN TRADE ZONES.

(a) ImporTED ARTICLES.—With respect to any article specified in
section 2000 (¢) (2), 2800 (a), 3030 (a), or 3150 (a) of the Internal
Revenue Code on which internal revenue tax at the applicable rate
prescribed in such section has been determined pursuant to section 3
of the Act of June 18, 1934, as amended (U. S. C,, title 19, sec. 81c),
prior to April 1, 1954, and which on or after such date is brought
from a foreign trade zone into customs territory of the United States
and the tax so determined thereon paid, there shall be credited or
refunded (without interest{] to the taxpayer, subject to such regula-
tions as may be prescribed by the Secretary, an amount equal to the
difference between the tax so paid and the amount of tax made appli-
cable to such articles on and after April 1, 1954, if claim for such
credit or refund is filed with the Secretary within thirty days after
payment of the tax.

(b) PreviousLy Taxpaip ArricLes—With respect to any article
specified in section 2000 (c) (2), 2800 (a), 3030 (ﬂ.}]., or 3150 (a) of the
Internal Revenue Code, upon which internal revenue tax (including
floor stocks tax) at the applicable rate prescribed in such section has
been paid, and which was taken into a foreign trade zone from the
customs territory of the United States and placed under the super-
vision of the collector of customs, pursuant to the second proviso of
section 3 of the Act of June 18, 19?4, as amended (U. S. C., title 19,
sec. 81c), prior to April 1, 1954, and which on or after such date
is (without loss of identity) returned from a foreign trade zone to
customs territory of the %nited States, there shall be credited or
refunded (without interest) to the person so returning such article,
subject to such regulations as may be prescribed by the Secretary, an
amount equal to the difference between the tax so paid and the amount
of tax made applicable to such articles on and after April 1, 1954,
if claim for such credit or refund is filed with the Secretary within
thirty days after the return of the article to customs territory.

SEC. 498. TAX REFUNDS ON SPIRITS LOST IN FLOODS OF 1951.

a) AvutHORriZATION.—~The Secretary of the Treasury is authorized
and directed to make refund, or allow credit in the case of a distiller
or rectifier if he so elects, in the amount of the internal-revenue tax and
customs duties Eaid on spirits previously withdrawn, and lost, or
rendered unmarketable, by reason of the floods of 1951 while such
spirits were in the possession of (1) the person ori%ina]]y paying such
tax or such tax and duty on such spirits, (2) a rectifier for rectification
or for bottling, or which have been used in the process of rectification,
under Government supervision as provided by law and regulations, or
(3) a wholesale or retail liquor dealer, all hereafter referred to as the
possessor or possessors. The refunds and credits authorized by this
section may be made to (1) any of the possessors, except a retail liquor
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dealer, or (2) to any distiller, rectifier, imrtl)ortar, or wholesale liguor
dealer who replaced for the possessor the full equivalent of the distilled
spirits so destroyed or rendered unmarketable, without compensation,
remuneration, payment, or credit of any kind in respect of the tax
or tax and duty on such distilled spirits. A elaim for the amount of
such tax, or such tax and duty, shall be filed with the Secretary of the
Treasury within ninety days from the date of enactment of this Act.
The claimant shall furnish proof to the Secretary’s satisfaction that
(1) the internal-revenue tax on such spirits, or the tax and duty if
imported, was fully paid, (2) such spirits were lost, or rendered
unmarketable, by reason of damage sustained as the result of the
aforesaid flood conditions, (3) claimant was not indemnified by any
valid claim of insurance or otherwise against loss of the tax (or tax
and duty if imported) paid on the spirits, and (4) in those cases where
applicable, that the claimant has replaced for the possessor the full
equivalent of the distilled spirits so destroyed or rendered unmarket-
able, without compensation, remuneration, payment, or credit of any
kind in respect of the tax, or tax and duty, on such distilled spirits.

(b) DestrucTION OF SPirrrs.— W hen the Secretary, pursuant to this
section, makes refund, or allows credit, in the amount of the tax, or
tax and duty, on spirits rendered unmarketable, such spirits shall be
destroyed under the supervision of the Secretary.

(c) Creprr.—Where credit is allowed to a distiller or rectifier for
the internal-revenue tax grevionsly paid as aforesaid, the Secretary
is authorized and directed to provide for the issuance of stamps to
cover the tax on spirits subsequently withdrawn or rectified to the
extent of the credit so allowed.

(d) Recurartions.—The Secretary is authorized to make such rules
and regulations as may be necessary to carry out the provisions of
this section.

TITLE V—EXCESS PROFITS TAX

SEC. 501. MAXIMUM TAX FOR NEW CORPORATIONS.

) lSlaction 430 (relating to impositon of tax) is hereby amended as
ollows:

(1) By adding at the end of subsection (a) thereof, as amended
by section 121 of this Act, the following:

“(3) in the case of a corporation for which an amount is deter-
mined for the taxable year under subsection (e), the amount
determined under such subsection.”

52; By redesignating subsection (83 as subsection (f); and

3) By inserting after subsection (d) the following new sub-
section :

“(e) NEw CoORPORATIONS.—

“(1) AvrTerNATIVE AMOUNT.—In the case of a taxpayer which
commenced business after July 1, 1945, and whose fifth taxable
year ends after June 30, 1950, the amount referred to in subsection
(a) (3? shall be—

‘(A) If the taxable year is the first or second taxable year
of the taxpayer, an amount equal to 5 per centum of the excess
profits net income for the taxable year, except that if the
excess profits net income exceeds $300,000, the amount shall
be the sum of $15,000 plus the amount determined under sub-

para Eih (E) of this paragraph.

“(B) If the taxable year is the third taxable year of the
taxpayer, an amount equal to 8 per centum of the excess
profits net income for the taxable year, except that if the
excess profits net income exceeds ,000, the amount shall
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be the sum of $24,000 plus the amount determined under
subpam%mph (E) of this paragratph.

“(C) If the taxable year is the fourth taxable year of the
taxpayer, an amount equal to 11 per centum of the excess
profits net income for the taxable year, except that if the
excess profits net income exceeds $300,000, the amount shall
be the sum of $33,000 plus the amount determined under
subparagraph (E) of this paragraph.

“(D) If the taxable year is the fifth taxable year of the
taxpayer, an amount equal to 14 per centum of the excess
profits net income for the taxable year, except that if the
excess profits net income exceeds $300,000, the amount shall
be the su% ((1;: ?42%001?1 plus the anlLlount determined under sub-
paragrap. of this paragraph.

% %r)a The amount determined under this subparagraph

sha

“(i) if the taxable year ends before April 1, 1951, an
amount equal to 15 per centum of the excess of the excess
profits net income for the taxable year over $300,000.

“(ii) if the taxable year begins on January 1, 1951, and
ends on December 31, 1951, an amount equal to 1714 per
centum of the excess of the excess profits net income for
the taxable year over $300,000.

“(iii) if the taxable year (other than a taxable year
deseribed in clause (ii)¥ ends after March 31, 1951, an
amount equal to 18 per centum of the excess of the excess
profits net income for the taxable year over $300,000.

“(2) Fmst FIve TaXABLE YEARS.—For the purpose of this sub-
section—

“(A) The taxable year in which the taxpayer commenced
business and the first, second, third, and fourth succeeding
taxable years shall be considered its first, second, third, fourth,
and fifth taxable years, respectively.

“(B) The taxpayer shall be considered to have been in
existence and to have had taxable years for any period during
which it or any corporation described in any clause of this
subparagraph was in existence, and the taxpayer shall be con-
sidered to Eave commenced business on the earliest date on
which it or any such corporation commenced business:

“(i% Any corporation which during or prior to the
taxable year was a party with the taxpayer to a trans-
action described in section 445 (g) (2) (A), (B),or (C),
determined as if the date ‘July 1, 1945 were substituted
for the date ‘December 1, 1950’ in section 445 (g) (2) (C).

“(ii) Any corporation if a group of not more than
four persons who control the taxpayer at any time during
the taxable year also controlled such corporation at any
time during the period beginning twelve months preced-
ing their acquisition of control of the taxpayer and end-
ing with the close of the taxable year; but only if at any
time during such period (and while such persons con-
trolled such corporation) such corporation was engaged
in a trade or business substantially similar to the trade or
business of the taxpayer during the taxable year, For the
purpose of this clause, the term ‘control’ means the own-
ership of more than 50 per centum of the total combined
voting power of all classes of stock entitled to vote, or
more than 50 per centum of the total value of shares of
all classes of stock. A person shall not be considered a
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member of the group referred to in this clause unless
during the periogrl?e};md to in this clause he owns stock
in such corporation at a time when the members of the
group control such corporation and he owns stock in the
taxpayer at a time when the members of the group con-
trol tﬂe taxpayer. For the purpose of this clause, the
ownership of stock shall be determined in accordance
with the provisions of section 503, except that construc-
tive ownership under section 503 (a) (2) shall be deter-
mined only with respect to the individual’s spouse and
minor children.

“(iii) In case the taxpayer during or prior to the tax-
able ﬁear was a {mrchasing corporation (as defined in
part IV), the selling corporation (as defined in such
part) whose properties were acquired in the ]iart v
transaction; but this elause shall not appl{ unless for
the taxable year or for any preceding taxable gear the
conditions of pa-mphs (1), (2), and (3) of section
474 (c) were satisfied with re to such transaction.

. {;v Any corporation which, under regulations pre-
seribed by the Secretary, is determined by one or more
additional applications of clauses (i) to (iii) to stand
indirectly in the same relation to the taxpayer as though
such corporation were described in any such clause.

If as of the beginning of December 1, 1950, the adjusted basis.

for determining gain upon sale or exchange of the aggregate
assets theretofore acquired by the taxpayer in transactions
described in clauses (i) and (i11) (or acquired in the ordinary
course of business in replacement of such assets) and held by
it at such time constituted less than 20 per centum of the
adjusted basis for determining gain upon sale or exchange of
its total assets held at such time, then transactions described
in such clauses occurring s:ior to such date shall be disre-
grded in determining the date as of which the taxpayer shall
considered to have commenced business.

“(3) Lmrration.—The provisions of paragraph (1) of this
subsection shall not apply to a taxpayer which derives more than

50

per centum of its gross income (determined without regard to

dividends and without regard to gains from sales or exchanges of
capital assets) for the taxable year from contracts and subcon-
tracts to which the provisions of title I of the Renegotiation Act
of 1951 (or the provisions of any prior renegotiation act) are
applicable.”

SEC. 502. PAYMENTS FROM FOREIGN SOURCES FOR TECHNICAL

ASSISTANCE, ETC.

(a) AmeNpMENT OoF Secrion 433 (a) (1).—Section 433 (a) (1)
3relating to excess profits net income for taxable years ending after
une 30, 1950) is hereby amended by adding at the end thereof the

following new subparagraph :

76100 O - 52 (PT. 1) - 37

by
“(R) aEments From Foraiﬁn Sources for Technical
Assistance, Etc.—In the case of a domestic corporation which
renders to a related foreign corporation technical assistance,
engineering services, scientific assistance, or similar services
(such services or assistance being related to the production
or improvement of products of the ﬁpe manufactured by such
domestic corporation), there shall be excluded the remunera-
tion for such services or assistance if such remuneration con-
stitutes income derived from sources without the United

543

oz
-

e
og

8282

Post, p. 558,

Post, p. 558,

Ante, p. 7.

64 Stat, 1130,
2 U. B O §
(8) (1).

Ante, p, 508,
Post, p. 549,



544 PUBLIC LAW 183—O0CT. 20, 1951 (65 STaT.

States. Any deductions in connection with or properly alloc-
able to the rendering of such services or assistance shall not
be allowed. For the purpose of this subparagraph, a foreign
corporation shall be considered to be a ‘related foreign cor-
poration’ if the domestic corporation at the time it renders
such services or assistance owns 10 per centum or more of the
outstanding stock of such foreign corporation.”
S s,  (b) AMENDMENT OF SECTION 433 (b).—Section 433 (b) (relating to
Post, p. 540. taxable years in base period) is hereby amended by adding at the end
thereof the following new paragraph:
“(16) PAYMENTS FROM FOREIGN S0° .CES FOR TECHNICAL ASSIST-
ANCE, Ev0.—In the case of a domestic corporation which rendered
to a related foreign corporation technical assistance, engineering
services, scientific assistance, or similar services (such services or
assistance being related to the production or improvement of
products of the type manufactured by such domestic corpora-
tion), there shall be excluded the remuneration for such services
or assistance if such remuneration constituted income derived from
sources without the United States. Any deductions in connection
with or properly allocable to the rendering of such services or
assistance shall not be allowed. For the purpose of this para-
raph, a foreign corporation shall be considered to be a ‘related
oreign corporation’ if the domestic corporation at the time it
rendered such services or assistance owned 10 per centum or more
of the outstanding stock of such foreign corporation.”

SEC. 503. AVERAGE BASE PERIOD NET INCOME IN CASE OF CERTAIN
FISCAL YEAR TAXPAYERS,

Section 435 (d) (relating to the general average method for the
computation of average base period net income) 1s hereby amended
by adding at the end thereof the following: “For the purpose of the
computations under this subsection in the case of a taxpayer whose first
taxable year under this subchapter is a taxable year which either
began before January 1, 1950, or was preceded by a taxable year
beginning before January 1, 1950, and ending after March 31, 1950,
there shall be substituted for the base period of the taxpayer the period
of 48 consecutive months ending March 31, 1950, if such substitution
produces a lesser tax under this subchapter for the taxable year for
which the tax is being computed. In computing the average base
period net income for such substituted period, the excess profits net
income for January, February, and March of 1950 shall be computed
by use of the ‘weig ted excess profits net income’, as defined in section
435 (e) (2) (E), for the taxable year in which such months fall.”

SEC. 504, AVERAGE BASE PERIOD NET INCOME—ALTERNATIVE BASED
ON GROWTH IN CASE OF NEW CORPORATIONS.

S Stat. 1% ¢ s . (8) GENERAL RULE—Section 435 (ec{ él (relating to the alterna-
@ a0 tive based on growth) is hereby amended by S_trlkm%Jout the phrase
“the beginning of its base period” and inserting in lieu thereof the

following : “the end of its base period.”
ot 4% . . (b) AmENDMENT OF ParT IL.—Section 462 (c) (relating to the use
by an acquiring corporation in a Part II transaction of an alterna-
tive ?i‘;?iragefbﬂse period net income based on growth) is hereby

amern as 10llows:

El) By amending paragraph (1) thereof to read as follows:
o e “(1) In the case of a transaction described in section 461 (a),

other than a transaction described in section 461 (a) (1) (E),—
“(A) The acquiring corporation shall not be denied the

right to determine whether it is eligible for the benefits of
o section 435 (e) without reference to the recomputation of its
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excess profits net income provided for in section 462 (b) where

the transaction occurred on or after July 1, 1950, but it shall

geuldenield %such right where the transaction occurred prior to
0.

“{B Where, immediately prior to the date of the transac-
tion, the acquiring corporation and all the component cor-
porations (o&ﬁan a corporation created incident to such
transaction) met the requirements of section 435 (e) (1) (A)
(1), and, in case the transaction occurred on or after July 1,
1950, had commenced business prior to the beginning of its
base period (determined without reference to section 461
(d)), the acquiring corporation shall be entitled to compute
its average base period net income under section 435 (e) with
reference to the recomputation of its excess profits net-income
provided for in section 462 (b) if the tests of section 435 (e)
are satisfied. For that purpose, the acquiring corporation
shall combine with its total payroll and its total receipts
for that portion of its base period which preceded such trans-
action the total payroll and total gross receipts of such com-
ponent corporations for that portion of such period and it
shall combine with its net sales for that portion of the period
prior to January 1, 1951, which preceded such transaction the
net sales of suc comﬁmonent oox?orations for that portion of
such period. The allocation of payroll and gross receipts
amounts of a comgment corporation to any such portion of
such period shall be made in accordance with the rules pro-
vided in section 435 (e) (4) and (5). For purposes of quali-
fying under section 435 (e) (1) (A) (i) (relating to total
assets of the taxpayer), such acquiring corporation shall com-
bine its total assets on the date specified in section 435 (e)
(1) (A) (i) with the total assets of each component corpora-
tion on such date. The Secretary shall prescribe by regula-
tions such rules as may be necessary to insure that such
combined total gross receipts do not reflect a duplication for

of this section.

“(C) Where, immediately prior to the date of the transac-
tion, either the acquiring corporation or one or more com-

nent corporations (other than a corporation created inci-

ent to such transaction) did not meet the requirements of
section 435 (e) (1) (A) (i), or, in case the transaction
occurred on or after July 1, 1950, had not commenced busi-
ness prior to the beginning of its base period (determined
without reference to section 461 (d)), the acquiring cor-
poration shall not be entitled to compute its average base
period net income under secti~n 435 (e) with reference to
the recomputation of its excess profits net income provided
for in section 462 (b). In anf such case, where the transac-
tion occurred on or after July 1, 1950, the monthly excess
profits net income of the corporation entitled to the benefits
of section 435 (e) for any month of the acquiring corpora-
tion’s base period shall be, for purposes of the recomputation
Erovided for in section 462 (b), one-twelfth of the average

ase period net income to which such corporation was entitled
under section 435 (e), and such montl:ﬁy excess profits net
income shall be in lieu of the monthly excess profits net income
determined under paragraphs (1) and (2) of section
462 (b).”

(2) By striking from the second sentence of paragraph (2)

thereof the words: “had commenced business prior to the begin- (cﬁzf' ®

64 Stat. 1196,
C. § 462
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- ning of its base period (determined without reference to section

461 (d)lg and”.

3) By striking from p ph (8) thereof the words “which
had commenced business prior to the beginning of its base
E:riod” and by inserting in lieu thereof the following: “which

d commenced business prior to the end of its base period”.

SEC. 505. AVERAGE BASE PERIOD NET INCOME—ALTERNATIVE BASED
ON GROWTH.

Section 435 (e) (2) (G) (relating to the alternative based on

" growth) is hereby amended by striking out the word “only”.

SEC. 506. ADJUSTMENTS FOR CHANGES IN INADMISSIBLE ASSETS IN
CASE OF BANKS.

(a) AMENDMENT OF SECTION 435 (}E) —~Section 435 (gl).e&m!nting to
esignati

" net capital addition or reduction) is hereby amended by

paragraph (8) as paragraph (11) and by adding after paragraph (%'
the following new paragraph:
“(8) STMENTS FOR CHANGES IN INADMISSIBLE ASSETS IN CASE
orF BANES.—In the case of a bank (as defined in section 104)—

“(A) If the increase in total assets for the taxable year
exceeds the net capital addition computed without regard to
the adjustment under paragraph (1) for an increase in inad-
missible assets, then the net capital addition for the taxable
year shall not be less than the excess of—

“(i) the amount determined under the first sentence of
paragraph (1) over

“(11) an amount which bears the same ratio to the
increase in inadmissible assets for the taxable year, deter-
mined under paragraph (5), as the amount computed
under such first sentence to the increase in total
assets for the taxable year.

“(Bz If the decrease in total assets for the taxable year
ex the net capital reduction computed without regard to
the adjustment under paragraph ?) for a decrease in inad-
missible assets, then the net capital reduction for the taxable
year shall not be less than the excess of—

“(i) the amount determined under the first sentence
of “parag'mph (2) over
(11) an amount which bears the same ratio to the
decrease in inadmissible assets for the taxable year, deter-
mined under paragraph (5), as the amount computed
under such first sentence bears to the decrease in total
: assets for the taxable year.

For the purpose of this paragraph, the increase or decrease in total
assets for the taxable year shall be computed in the same manner
as the increase or decrease in inadmissible assets for the taxable
year is computed under paragraph (5), except that such computa-
tions shall be made with respect to all assets, whether admissible

or inadmissible assets as defined in section 440.”

Sb) AMENDMENT OF SECTION 438.—Section 438 (relating to new cap-
ital credit changes) is hereby amended by adding after sugbsection (?
the following new subsection :

“(g) ApsusTMENTS FOR INADMISSIBLE AssErs 1N CasE oF BANKs.—
In the case of a bank (as defined in section 104), if the increase in total
assets for the taxable year (determined in the manner provided in the
last sentence of section 435 (g) (8)) exceeds the net new capital addi-
tion computed without regard to the adjustment under subsection (b)
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for an increase in inadmissible assets, then the net new capital addition
for the taxable year shall not be less than the excess of the amount
determined under the first sentence of subsection (b) over an amount
which bears the same ratio to the increase in inadmissible assets for the
taxable genr, determined under section 435 (g) (5), as the amount
computed under such first sentence bears to such increase in total assets
for the taxable year.”
(c) AmENpMENT oF SECTION 435 (f).—Section 435 &f)l (relating to
capital additions in base period) is hereby amended as follows:
(1) By inserting immediately after the word “reduced” in para-
grap g) thereof the following: “(but not below zero)”.
. (2) By adding at the end of paragraph (1) thereof the follow-

mﬁFor special rule in the case of banks, see paragraph (6).”

3) By mnumberinﬁeparagraph (6) as tgnra%raph (7), and by
ad 'hg immediately after paragraph (5) the following new para-
graph:

““(6) YEARLY BASE PERIOD CAPITAL OF BANES.—In the case of a
bank (as defined in section 104), the yearly base period capital for
any taxable year shall be determined as follows:

“(A) A tentative yearly base period capital shall be com-
{J;tsad under paragraph (1) without regard to paragraph (1)
“(B) The tentative yearly base period capital so deter-
mined shall be reduced by the amount determined under sec-
tion 440 g)il; (relating to inadmissible assets). For the pur-
pose of subparagraph, the computation under section
440 (b) shall include only the daily amounts (described in
such section) for the first day of such taxable year.”

d) Errecrive Dareor SussecTioN (¢) (3).—The amendment made
by su ion (¢) (3) &:ddinganew paragraph (6) tosection 435 (f))
s[‘:nll be applicable with respect to taxable years beginning on or after
the date of the enactment of this Act, and, at the election of the tax
payer made in accordance with Tations prescribed by the Secre-
tary, shall be applicable to all taxable years ending after June 30,
1950.

SEC. 507. DECREASE IN INADMISSIBLE ASSETS.

Section 435 e&g) Emlating to net capital addition or reduction) is
hereby amended as follows:

(a) By adding at the end of paragraph (1) thereof the following:

“Kor further adjustment with respect to the amount determined
!(13;1{:,;‘ the preceding provisions of this paragraph, see paragraph
b) By addmg’ immediately after paragraph (8), as added by sec-
l;iogl 506 of this Act, the following new paragmpl:(ts: J
“(9) DECREASE IN INADMISSIBLE ASSETS.—

“(A) Except as otherwise provided in subparagraph (B)
(relating to banksz the excess of the amount computed under
paragraph (2) ( 3 or (B), whichever is applicable to the
taxpayer (whether or not any amount is determined under the
first sentence of paragraph (2)), over the amount, if any,
computed under the first sentence of araﬁ'raph (t?) shall be
considered the net capital addition for the taxable year or
shall be added to the net capital addition otherwise deter-
mined under paragraph (1), asthe case may be. The amount
of the excess so determined shall be subject to the exceptions
and limitations provided in paragraph (10).
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“(B) In the case of a bank (as defined in section 104), the
computation under subparagraph (A) shall be made b
substituting for the amount computed under paragraph (2
(A) or EB) whichever of the following amounts is the lesser:

“(i) An amount which bears the same ratio to the
decrease in inadmissible assets as the sum of the equity
capital (as defined in section 437 (¢)) and the dail
borrowed capital (as defined in section 439 (b{’%, eac
determined as of the first day of the first taxable year
ending after June 30, 1950, bears to the total assets as
of the beginning of such day :

“(ii) If paragraph (8) (B) is applicable, the amount
computed under paragraph (8) (B) (ii).

“(10) EXCEPTIONS AND LIMITATIONS FOR THE PURPOSE OF PARA-
GraPH (9).—For the purpose of paragraph (9)—

“(A) The adjustment to the decrease in inadmissible assets
required under subparagraph (B) of paragragh (2) shall not
be greater than 25 per centum of the excess of the net capital
reduction computed under the first sentence of paragraph (2)
(and computed without rs:fard to the percentage limitations
in paragraph (4) (C) and (E)) over the net capital reduc-
tion computed under such sentence without regard to par-
agraph %1 (C) and (E).

“ e amount determined under paragraph (9) shall
not be greater than the excess of the increase in operating
assets for the taxable year over the net capital addition
(determined without regard to paragraph (9) and deter-
mined without regard to the limitation to 75 ger centum pro-
vided in paragraph (3) (C) and paragraph (4) (C) and
(E)). For the purpose of the preceding sentence, the
increase in operating assets for the taxable year shall be
determined in the same manner as the increase in inadmissible
assets for the taxable year is determined under paragraph
(5). For the purpose of such determination, the term
‘operating assets’ means—

“(1) property used in the taxpayer’s trade or business
within the meaning of section 117 (j) (1) except that
su(:lh property need not be held more than six months,
an

“(ii) stock in trade or other property of a kind which
would properly be includible in the inventory of the
taxpayer if owned at the close of the taxable year, and
property held by the taxpayer primarily for sale to
customers in the ordinary course of the taxpayer’s trade
or business,

except any such assets which constitute inadmissible assets,

stock, securities, or intangible property (such intangible pro-

ﬁi't%r n)ot. being limited to the property described in section
i)).

“(C) The amount determined under paragraph (9) shall
be subject to reduction to the extent that the Secretary deter-
mines that the increase in operating assets is a result, directly
or indirectly, of an increase in indebtedness of the taxpayer
(other than indebtedness which constitutes borrowed
capital).”
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SEC. 508. ELECTION WITH RESPECT TO CERTAIN INADMISSIBLE
ASSETS.

Sa) AMENDMENT OF SECTION 440.—Section 440 (relating to admis-
sible and inadmissible assets) is hereby amended by adding at the
end thereof the following new subsection:

“(c) TrearMENT OF GOVERNMENT OBLIGATIONS AS ADMISSIBLE
Assers.—If the taxpayer elects for any taxable year, in accordance
with regulations prescribed by the Secretary, to increase its excess

rofits net income by an amount equal to the amount by which the
interest received or accrued during the taxable year on Government
obligations exceeds the sum of—

“(1) the amount of interest paid or accrued during such year
which is not allowed as a deduction under section-23 (b), and

“(2) the amount of the adjustments required for the taxable
gear under section 22 (o) (relating to adjustment for certain

ond premiums), but not in excess of the amount of interest
received or accrued during the taxable year on Government obliga-
tions to which such section is applicable,
then for the taxable year for which the election is made the term
‘admissible assets’ shall include Government obligations, and the term
‘inadmissible assets’ shall not include Government obligations. For
the purpose of applying section 435 to the taxable year for which the
election is made, Government obligations shall not be considered ‘inad-
missible assets’ in determining original inadmissible assets or yearly
base period capital. As used in this subsection the term ‘Government
obligations’ means obligations described in section 22 (b) (4) any
part of the interest from which is excludible from gross income or
allowable as a credit against net income; but such term shall include
only such obligations as in the hands of the taxpayer are property
described in section 117 (a) (1) (A). For the pur[;ose of determining
the excess profits credit for a taxable year for which the election is
made, the excess profits net income under section 433 (b) for any tax-
able year shall include the amount by which the interest received or
accrued during such taxable year on Government obligations exceeds
the amount of interest paid or accrued during such year which is not
allowed as a_deduction under section 23 (b) and, if the taxable year
ends after June 30, 1950, the amount with respect to such year
described in paragraph (2).”

(b) AMENDMENT OF SECTION 433 (a) (1).—Section 433 (a)l (relat-
in%l to adjustments in excess profits net income for the taxable year)
is hereby amended by adding the following new subparagraph at the
end thereof :

“(S) Interest on Certain Government Obligations.—For
adjustment in the case of a taxpayer making an election
&rovided in section 440 (c), relating to dealers in certain

overnment obligations, see section 440 (c).”

(¢) AmeNpMmeNT OF SECTION 433 (b).—Section 433 (b) (relating to
adjustments in excess profits net income for taxable years in base
period) is hereby amended by adding at the end thereof the follow-
ing new paragraph:

“(17) INTEREST ON CERTAIN GOVERNMENT OBLIGATIONS.—For
adjustment in the case of a taxpayer making an election pro-
vided in section 440 (c), relating to dealers m certain Govern-
ment obligations, see section 440 (¢).”

SEC. 509. ALTERNATIVE AVERAGE BASE PERIOD NET INCOME.

(a) AmeNDMENT OF SECTION 442.—Section 442 (relating to abnorm-
alities during the base period) is hereby amended as follows:
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ﬁl) By inserting at the end of subsection (a) thereof the
following :

“If such taxpayer is also entitled to the benefits of subsection (h), the
taxpayer’s average base period net income determined under this sec-
tion shall be the amount computed under subsection (c) or (d), which-
ever is applicable to the taxpayer, or the amount com uted under
subsection (h), whichever results in the lesser tax under this sub-
chapter for the taxable year. In the case of any other taxpagrer entitled
to the benefits of subsection (h), the taxpayer’s average base period
net income determined under this section shall be the amount com-
puted under subsection (h).” .

(2) By striking out “determined under this section” in sub-
sections (c) and 51) thereof each place it occurs and inserting in
lieu thereof the following: “computed under this subsection”.

(8) By inserting after “subsection (¢) (2)” in subsection (e)
(1) thereof the following: “and subsection E_lh)”.

348 By redesignating subsections (h) and (i) thereof as (i)
and (j), respectively, and by inserting after subsection (g) there-
of the following new subsection :

“(h) AvrErNATIVE AVERAGE Base Periop NET INCOME.—

“(1) ErremBIuITY REQUIREMENTS.—A taxpayer which com-
menced business on or before the first day of its base period shall
be entitled to the benefits of this subsection if—

“(A) the aggregate excess profits net income (if any) for
the 12 months selected under paragraph (2) (B) is less than
35 per centum of one-half of the aggregate excess profits net
intaome for the 24 months remaining under such paragraph;
an

“(B) normal production, output, or operation was inter-
rupted or diminished because of the occurrence, within 12
months preceding (i) the first day of the 12-month period
selected under paragraph (2) (B) (i), or (ii) the first day of
any period of 6 or more consecutive months selected under
paragraph (2) (B) (ii), of events unusual or peculiar in the
experience of such taxpayer.

This subsection shall have no application unless the taxpayer has
an aggregate excess profits net income for the 24 months remaining
under paragraph (2) (BI).

“(2) CompuraTion.—If the taxpayer is entitled to the benefits
of this subsection, its average base period net income computed
under this subsection shall be computed as follows:

“(A) By determining under subsection (b) the period sub-
ject to adjustment under this section. For the purposes of
subpa ph (B) but not for the purposes of paragraph
(1) (B) such period shall be considered a period of 36
consecutive months,

“(B) By selecting from such period whichever of the fol-
lowing 12 months results in the higher remaining aggregate
excess _groﬁts net income—

(i) the 12 consecutive months the elimination of
which produces the highest remaining aggregate excess
profits net income, or

(1) the 12 months which remain after retaining the
24 consecutive months which produce the highest remain-
ing aggregate excess profits net income,

“(C) By computing for each of the 12 months selected
under subparagraph (B) a substitute excess profits net income
computed under subsection (e).
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“(D) By computing the sum of—

“(i) the aggregate of the substitute excess éjmﬁts net
income, as determined under subparagralllah (C), for the
12 months selected under subparagraph (B), but the
amount computed under this clause shall not exceed one-
half of the aggregate excess profits net income for the
24 months remaining under subparagraph (B), and

“(ii1) the aggregate of the excess profits net income for
each of the 24 months remaining under subparagraph
(B), computed in the manner provided by the second
sentence of section 435 (d) (1).

“(E) By dividing by three the amount ascertained under
subparagraph (D).

“(3) AGGREGATE EXCESS PROFITS NET INCOME.—The ‘aggregate
excess profits net income’ for any period shall be computed for the
purposes of this subsection in the same manner as under sub-
section (b).”

(b) TECHNICAL AMENDMENTS.— )

(1) Section 435 (g) (3) (relating to capital addition in the
base period) is hereby
the words “under section 442 (c¢) (1)”, wherever appearing there-
in, the following : “or under section 442 (h)”.

(2) Section 461 (relating to definitions for purposes of part
II) is hereby amended by inserting at the end thereof the follow-
ing new subsection:

4(g) ArpricaTioN OF SEcTION 442 (h) .—For the purpose of this part,
the reference to section 442 (c¢) in any section in this part shall be
deemed a reference to section 442 (¢) or (h).”

SEC. 510. DEFINITION OF TOTAL ASSETS FOR PURPOSES OF SECTIONS
442-446.

The first sentence of section 442 (f) (relating to definition of total
assets) is hereby amended to read as follows: “For the purposes of
this section, the taxpayer’s total assets for any day shall be determined
a: of the end of such day and shall be an amount equal to the excess
0 ——

“(1) the sum of the cash and the property (other than cash,
inadmissible assets, and loans to members of a controlled grou
as defined in section 435 (f) (4)) held by the taxpayer in
faith for the purposes of the business, over

“(2) the amount of any indebtedness (other than borrowed
capital as defined in section 439 (b) (1)) to a member of a con-
trolled group (as defined in section 435 (g) (6)) which includes
the taxpayer.”

SEC. 511. AVERAGE BASE PERIOD NET INCOME—CHANGE IN PRODUCTS
OR SERVICES.

Section 443 (f) (relating to change in products or services) is hereby
amended to read as follows:
“(f) RuLEs FOR APPLICATION OF SECTION.—

“(1) The benefits of this section shall not be allowed unless
the taxpayer makes application therefor in accordance with sec-
tion 447 ?a).

“(2) If after the end of the base period of the taxpayer there
was a substantial chanFe in the products produced Ey the tax-
Ez,yer, such change shall, for the purpose of subsection (a) (1),
be considered to have occurred on the last day of its base period
if the taxpayer prior to July 1, 1950, commenced the construction
of the facilities for the production of such new product, and if
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such construction and the production of such new product is in
furtherance of a course of action to which the taxpayer (or a cor-
poration with which the taxpayer has the privilege under section
141 of filing a consolidated return for its first taxable year under
this subchapter) was committed prior to the close of the base
period by contract with another person, which contract ted
a license, franchise, or similar right essential for the proguction
of such new product.”

SEC. 512. AVERAGE BASE PERIOD NET INCOME—NEW CORPORATION.
Section 445 (c) (relating to total assets for first three years of

" new corporation) is hereby amended by addin% at the end thereof

the following new sentence: “For the ﬁ)urpose of this subsection, the

net capital addition or reduction shall be computed without regard

to the limitation to 75 per centum provided in section 435 (g) (3)

(C) and section 435 (g) (4) (C) an(F(E).”

SEC. 513. EXCESS PROFITS CREDIT—REGULATED PUBLIC UTILITIES.
Section 448 (c¢) (3) {relating to regulated public utilities) is hereby

amended to read as follows:

“(3) 6 per centum in the case of a corporation engaged as a
common carrier (A) in the furnishing or sale of transportation
by railroad, if subject to the jurisdiction of the Interstate Com-

merce Commission, or (B) in the furnishing or sale of transpor-
tation of oil or other petroleum products (including shale oils) by
%ipe line, if subject to the jurisdiction of the Interstate Commerce

ommission or if the rates for such furnishing or sale are subject
to the jurisdiction of a public service oz&ublic utility commission
or other similar body of the District of Columbia or of any State.”

SEC. 514, CONSOLIDATED RETURNS OF REGULATED PUBLIC UTILITIES.

Section 448 (e) (relating to consolidated returns of regulated public
utilities) is hereby amended by adding at the end thereof the following
new sentence: “For purposes of filing a consolidated return with its
railroad lessee corporation, a railroad lessor corporation described in

_ section 434 (d) (without regard to the requirement of payment of

the lessor’s taxes by the lasseez shall be considered a corporation
described in subsection (¢) (3).’

SEC. 515. NONTAXABLE INCOME FROM CERTAIN MINING PROPERTIES.

Section 453 (relating to nontaxable income from exempt excess
output) is hereby amended as follows:

(E) y amending the first sentence of subsection (a) (13) thereof

to read as follows: “The term ‘unit net income’ means the amount
ascertained by dividing the net income (computed with the allowance
for depletion) from the coal, ore, sulphur, potash, metallurgical grade
limestone, chemical grade iimestone, or timber recove from the
mineral property, or timber block, as the case may be, during the
taxable year by the number of units of such mineral or timber recov-
ered from such property in such year.”
(b) By inserting immediately after the words “coal mining prop-
erty” in subsection (b) (2) thereof the following: “, or of a sulphur,
potash, metallurgical grade limestone, or chemical grade limestone
mineral property,”.

(c) By striking out so much of subsection (b) (4) as precedes the
second sentence and inserting in lieu thereof the following :

“(4) CERTAIN PROPERTIES NOT IN OPERATION DURING NORMAL
perioD.—For any taxable year, the nontaxable income from
exempt excess output of a metal or coal mining property, of a
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sulphur, potash, metallurgical grade limestone, or chemical grade
limestone mineral property, of a timber block, or of a natural gas
property, which was not in operation during the normal period,
shaﬁ be an amount equal to one-third of the net income for such
taxable year (computed with the allowance for depletion) from
such property or timber block, as the case may be.”

SEC. 516. TRANSITION FROM WAR PRODUCTION AND INCREASE IN
PEACETIME CAPACITY.

(a) In GeneraL.—Part I of subchapter D of chapter 1 is hereby
amended by adding at the end thereof a new section to read as follows:

“SEC. 459. MISCELLANEOUS PROVISIONS.

“(a) Averace Base Pertop Ner Income—Transirion From War
PropuctioN anp INcreEAsE IN PeaceriMe Capacity.—In the case of a
taxpayer which commenced business before January 1, 1940, and since
such date has engaged primarily in manufacturing, the taxpayer’s
average base period net income determined under this subsection shall
p; the amount computed under section 435 (e) (2) (G) (i) and (ii)
11—

“(1) The adjusted basis of the taxpayer’s total facilities (as
defined in section 444 (d)) as of the beginning of its base period
(when added to the total facilities at such time of all corporations
with which the taxpayer has the privilege under section 141 of
ﬁlin% a consolidated return for its first taxable year under this
subchapter) did not exceed $10,000,000;

“(2) The basis (unadjusted) of the taxpayer’s total facilities
(as defined in section 444 (d)) at the close of its base period was
250 per centum or more of the basis (unadjusted) of its total
facilities at the beginning of its base period ;

“(3) The percentage of the taxpayer’s aggregate gross income
which was from contracts with the Uzﬁted tates anfrrglabed sub-
contracts was (A) at least 70 per centum for the period compris-
ing all taxable years beginning after December 31, 1941, and end-
ing before January 1, 1946, { ) less than 20 per centum for the

riod comprising all taxable years ending after December 31,

945, and before January 1, 1950, and (C) less than 20 per centum
for the period comprising all taxable years ending after December
312 1949, and beginning before July 1,1950; and
‘(4) The ayerage monthly excess profits net income of the tax-
payer Scomputed in the manner provided in section 443 (e) ) for—
‘(A) the period comprising all taxable years ending with
or within the last 24 months of its base period, and
“(B) the last taxable year ending before the first day of
its base period, ,
are each 300 per centum or more of the average monthly excess
profits net income (so computed) of the taxpayer for the ﬁperiod
comprising all taxabl?)dyaars ending with or within the first 24
months of its base period.”

(b) TecunicaL AMENDMENTS.—Section 435 (c) (relating to deter-

;mlzlmtlon of average base period net income) is hereby amended as
ollows :
_ (1) By inserting immediately after “445 or 446,” the follow-
ing: “or any subsection of section 459,”.

(2) By inserting immediately after “or under such section”

the following: “or subsection”.
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SEC. 517. BASE PERIOD CATASTROPHE.

Aniz, p. 863, Section 459, as added by section 516 of this Act, is hereby amended
by adding after subsection (a) thereof the following new subsection :
“(b) Base Pertop CATASTROPHE.—

“(1) Eremmrry reQUIREMENTS.—A taxpayer shall be entitled
to the benefits of this subsection only if it was d throughout
its basa“period rimarily in manufacturing and if—

(A) the taxpayer suffered during the last thirty-six
months of its base period a catastrophe by fire, storm, explo-
sion, or other casualty which destroyed or rendered inopera-
tive a production facility constituting a complete plant or
plants having in the hands of the taxpayer immediately prior
to the catastrophe an adjusted basis equal to 15 per centum
or more of the adjusted basis of all the taxpayer’s production
facilities at such time;

‘;SB) as a result of such catastrophe the taxpayer’s normal
production or operation was substantially interrupted for a
period of more than twelve consecutive months; an

“(C) the taxpayer, prior to the end of its base period,
replaced such production facility with a produection facility
which at the end of its base period had in its hands an
adjusted basis not less than the adjusted basis immediately
prior to the catastrophe of the production facility destroyed
or rendered inoperative.

“(2) CompuraTion.—The taxpaaiir’s base period net income
determined under this subsection shall be the amount computed
under sub ars.inzgh (A) or the amount computed under subpara-

ph (Bg, ichever results in the lesser tax under this sub-
ﬁpter for the taxable year for which the tax is being computed :

Ante, p. 544. “(A) The amount computed under section 435 (d) by su
stituting for the excess profits net income for each month in
the taxable year in which the catastrophe described in para-
ph (1) occurred an amount equal to the ?)ggmgnte, divided
y the number of months in the base peri Freceding such
taxable year, of the excess profits net income for each month
- 1140, (computed under section 435 (d) (1)) in the base period pre-
Sz ceding such taxable year. The average base period net income
computed under this subgeamgra h shall, for the purpose of
section 435 (a) (1) (B), be considered an average base period

net income determined under section 435 (d).

“(B) The amount computed under section 435 (e) (2) (G)

%%‘?ﬁ‘.g&%m (@ (i) and (ii).”

R SEC. 518. CONSOLIDATION OF NEWSPAPERS.

ANG D0 Section 459, as added by section 516 and 517 of this Act, is hereby
amended by adding after subsection (b) thereof the following new
subsection :

“(e¢) CoNsSOLIDATION osrm'.ju‘mwsrmnth Omanons.—bIl:l htilneg c?)se of a
taxpayer enga primarily in the newspaper publishi usiness
in its fa.st. taxalﬁzdyear ending before July 1, 1950, if—

“(1) After the close of the first half of the base period of the
tax]i:yer and prior to July 1, 1950, the taxpayer consolidated its
mechanical, circulation, advertising, and accounting operations
in connection with its newspaper publishing business with such
operations of another corporation engaged in the newspaper pub-
lishing business in the same area; a.;?

“(2) The taxpayer establishes to the satisfaction of the Secre-
tary that, during the period beginning with the consolidation
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and ending with the close of the first taxable year beginning after
the consolidation, such consolidation resulted in substantial
reductions in the amounts which would otherwise have been paid
or incurred as expenses in the conduct of the operations described
in paragraph (1) ; and either
“(8) The total deductions of the taxpayer under section 23,
computed without regard to section 23 (XE-S
taxable year beginning after such consolidation were not in excess
of 80 per centum of the average of such deductions for the two
taxable years of the taxpayer next. (fraceding the taxable year in
which such operations were consolidated ; or
“(4) The excess profits net. income of the taxpayer, computed
as provided in section 433 (b), for the first taxable year of the
taxpayer beginning after such consolidation was 125 per centum
or more of the amount determined under section 435 (d) (4);
the taxpayer’s average base period net income determined under this
subsection shall be an amount computed under section 435 (d) plus
an amount equal to the excess of the average of the amounts paid or
incurred as expenses in the conduct of the operations described in
paragraph (1) during the two taxable years of the taxpayer next
preceding the taxable iear in which such operations were consolidated
over such amounts paid or incurred during the first taxable year of the
taxpayer beginning after such consolidation. In determining such
excess amount proper a.d_f'ust.ment shall be made for increase in labor
costs and newsprint following such consolidation. Proper adjust-
ment shall also be made for any case in which a taxable year referred
to in this subsection is a period of less than twelve months. This sub-
section shall not be applicable to any taxable year of the taxpayer
unless the consolidation described in paragraph (1) was continued
throughout such taxable year.”

SEC. 519. TELEVISION BROADCASTING COMPANIES.

Section 459, as added by sections 516 to 518 of this Act, is hereby
amended by adding after subsection (c) thereof the following new
subsections:

“(d) TeLevisioN Broapoasting CoMPANIES.—

“(1) I~ eeneraL—In the case of a taxpayer engaged in the
business of television broadcasting throughout a period beginning
before January 1, 1951, and ending with the close of the taxable
year, the taxpayer’s average base period net income determined
under this subsection shall be the amount computed under para-
graph (2) or (3), whichever is applicable.

“?2 ENGAGED IN TELEVISION BROADOASTING AT CLOSE OF BASE
pERIOD.—IT the taxpayer was engaged in the business of television
broadcasting at the close of its base period, the average base
period net income computed under this paragraph shall be com-
puted as follows:

“(A) If the taxgayer was engaged during its base period
in any business or businesses other than television broadcast-
ing, by computing the average base period net income under
section 435 (d) for such other business or businesses (deter-
mined without regard to income, deductions, losses, or other
items attributable to the television broadcasting business).

“(B) By multiplying such {)art of its tota? assets (as
defined in section 442 (Dﬁ ), for the last day of its base period,
E.s was attributable to the television broadcasting business

y—
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“(i) the base period rate of return determined under
section 447 (c¢) for the industry classification which
includes radio broadecasting, or

“(ii) if the taxpayer was engaged during its base
period in the business of radio broadcasting, its indi-
vidual rate of return con;guted under paragraph (4{),

whichever rate of return produces the greater average base
period net income under this subsection. If the amount com-
puted under this subparagraph is computed by the use of the
rate of return specified in clause (i), the amount so computed
shall be reduced by an amount eqtl:a] to such portion of the
total interest paid or incurred by the taxpayer, for the period
of 12 months following the close of its Kuse period, as is
attributable to its television broadcasting business.

“(C) By adding the amount computed under subparagraph

E) to the amount, if any, computed under subparagraph

“(3) COMMENCING TELEVISION BROADCASTING AFTER BASE PERIOD
AND BEFORE 1951.—If the taxpayer acquires its television broad-
casting business after the close of its base period and before
Januarﬁ 1, 1951, the average base period net income computed
under this paragraph shall be computed as provided in paragraph
(2), except that—

“(A) the applicable rate of return under paragraph (2)
(SB) shall be multiplied by such part of its total assets (as

efined in section 442 (f)), for the last day of the calendar
month in which it first engaged in such business, as was
attributable to such business, and ‘

“(B) the reduction specified in the last sentence of para-
gmﬁh (2) (B) shall, if applicable, be ecﬂlal to such portion

f the total interest paid or incurred by the taxpayer, for the
period of 12 months following the month in which it first
engaged in such business, as is attributable to such business.

“(4) IxpvipuaL RrATE OF RETURN.—The individual rate of
return shall be computed as follows:

. “(A) By determining the amount of the taxpayer’s total
assets (as defined in section 442 (f) attributable to the busi-
ness of radio broadcasting for the last day of each month in
its“liaﬁm); eriod. " £

computing the aggregate of the amounts ascer-
tained und{sr subparagraph (A) and dividing by 48.

“(C) By computing for each month in the base period the
excess profits net income of the radio broadcasting business
(determined without regard to income, deductions, losses, or
other items attributable to any other business), by adding
such amounts for all of the months in the base period, and by
dividing by 4.

“(D) By dividing the amount computed under subpara-
graph (C) by the amount computed under subparagraph (B).

“(5) RULES FOR APPLICATION OF SUBSECTION.—

“(A) For the purpose of section 435 (a) (1) (B), an aver-
age base period net income determined under this subsection
slg::ll be considered an average base period net income deter-
mined under section 435 (d); but, in computing the base
period capital addition under section 435 (5, the computa-
tions under such section shall be adjusted, under regunlations
prescribed by the Secretary, so as to exclude therefrom items
attributable to the television broadcasting business.
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“(lﬁ)(g)f ?Iﬁy)’ part of the %ta& )a.ssits); 1-ef];a_1('}r§d to in parf:-

graph ( or paragra whichever is appli-

cable, were a.cquire(f, direct{)y or imSire::tl , through thg) Iljtse
of assets attributable at any time during the base period to a
business of the taxpayer other than television broadcasting,
the amount determined under paragraph (2) (A) shall be
properly adjusted by eliminating from the excess profits net
income (computed for the purpose of paragraph (2) (A)) for
each month prior to such acquisition such portion thercof as
is attributab?e to the assets used, directly or indirectly, for
such acquisition. For the purpose of this subparagraph, the
excess profits net income for any month shall be attributed
to such assets on the basis of the ratio, as of the beginning of
the day of the acquisition, of such assets to total assets (as
defined in section 442 (f)) determined without regard to A™e p. 5oL
assets attributable to the television broadcasting business.

“(C) The Secretary shall by regulations prescribe rules for
the application of this subsection, including rules for the com-
putation of the taxpayer’s net capital addition or reduction.

“(6) AppuicaTioN oF ParT I.—The Secretary shall prescribe
regulations for the application of Part IT for the purpose of this § et 10, o
subsection in the case of an acquiring corporation or a component sg.
corporation in a transaction descri in section 461 (a) which  § 8" E% 0 .
oceurred prior to January 1, 1951, X

“(e) Basis or Assers.—For the purposes of this section, any refer-
ence to the adjusted basis of property or to the basis (unadjusted) of
property means the adjusted basis or the basis (unadjusted), as the case
may be, for determining gain upon sale or exchange.”
SEC. 520. INCREASE IN CAPACITY FOR PRODUCTION OR OPERATION.
Section 444 (f) (relating to increase in capacity for production or §ig't 1%,
operation) is hereby amended to read as follows:
“(f) Runes FOR APPLICATION OF SECTION.—

“(1) The benefits of this section shall not be allowed unless the
taxpayer makes application therefor in accordance with section
447 (e). i

“(2) If, during its first taxable year ending after June 30, 1950,
the taxpayer completed construction of (including the installation
of the machinery or equigment for use in) a factorIv building or
other manufacturing establishment, such factory building or other
manufacturing eslt‘;.%lishment and such machinery or equipment
shall, for the purpose of determining whether there is an increase
in capacity under the provisions of subsection (b), be considered
to h.?;ie_ lé'peen added to its total facilities on the last day of its base
period if—

“(A) the taxpayer, prior to the end of its base period, had
completed construction work representing more than 40 per
centum of the total cost of construction of such factory build-
ing or other manufacturing establishment, and

‘(B) the comﬂ:tion of such factory building or other man-
ufacturing establishment was in pursuance of a plan to which
the taxpayer was committed prior to the end of its base period.

This paragraph shall not apply in determining the amount of the
taxpayer’s total assets for the purpose of subsection (¢).”

SEC. 521. EXCESS PROFITS CREDIT BASED ON INCOME IN CONNEC-
TION WITH CERTAIN TAXABLE ACQUISITIONS.

(a) Generar RuLe.—Subchapter D (relating to the excessfproﬁts
tax) of chapter 1 is hereby amended by inserting immediately follow-
ing section 472 the following new part: % g § 472,



558

44

7]
3

a
w@

oz

461 (n).

PUBLIC LAW 183—O0CT. 20, 1951 [65 Star.

“Part IV—Excess Profits Credit Based on Income in Connection
With Certain Taxable Acquisitions Occurring Prior to
December 1, 1950.

“SEC. 474. EXCESS PROFITS CREDIT BASED ON INCOME—CERTAIN
TAXABLE ACQUISITIONS.

“(a) DrFinrrions.—For the purpose of this part—
“(1) PurcHasING corRPORATION.—The term ‘purchasing corpo-

ration’ dmeams a corporation which, before ember 1, 1950,

uired—
“(A) In a transaction other than a transaction described
in section 461 (a), substantially all of the properties (other

than cash) of another corporation, of a partnership, or of a

business owned by a sole proprietorship; or

“(B) Properties of another co?oration or of a partnership
if (1) such properties constituted, immediately prior to the
a.c(s]llllmition, substantially all of the properties (other than
cash) of one or more separate businesses of such other cor-
poration or such partnership, (ii) such other corporation or
such partnership was engaged in one or more separate busi-
nesses other than those deseribed in clause (i), and (iii) sub-
stantially all of the properties (other than cash) of such other
corporation or such partnership were acquired, in further-
ance of a single plan of co;lslglete liquidation for such other
corporation or such partnership, by the purchasing corpora-

tion, and by one or more other persons, in transactions other

than transactions described in section 461 (a).

“(2) SewLing corporaTION.—The term ‘selling corporation’
means a corporation, a partnership, or a business owned by a sole
proprietorship, as the case may be, properties of which were
acquired by a purchasing corporation in a transaction described
in Pa.ra%aph (1).

%(8) Parr 1v rtransacTioN.—The term ‘part IV transaction’
means a transaction deseribed in paragraph (1).

“(b) Averace Base Periop Ner INcomMe oF PurcHAsiNG Cor-
PORATION.—The average base Feriod net income of a 1Yurcha.saing cor-
poration, if computed with reference to this part, shall be determined
under section 435 (d). The average base period net income under

~ section 435 (d) of a purchasing corporation shall be determined by

.

mmputﬁaits excess profits net income either with or without refer-
ence to this part, whichever produces the lesser tax under this sub-
chapter for tﬁe taxable year for which the tax is being computed. If
computed with reference to this part, the excess profits net income of a
pu ing corporation for any month of its base period shall be its
excess profits net income (or deficit ther(;ierg , computed without refer-
ence to this part, and increased or decreased, as the case may be, by the
addition or reduction resulting from ‘mclud‘mg;
“(1) In the case of a transaction described in subsection (a)
(1) (A), the excess profits net income (or deficit therein) for
such month of the selling corporation, or
“(2) In the case of a transaction described in subsection (a)
(1) (B), the excess profits net income (or deficit therein) for
such month of the selling corporation t‘Err_)plarl attributable to the
business or businesses acquired by the purchasing corporation
and properly allocable to such purchasing corporation.
The excess profits net income of a purchasing corporation for any
month, recomputed as provided in the previous sentence, shall not be
less than zero.
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“(e) Lamrramions.—This part shall apply only if each of the follow-
ing conditions is satisfied :

“(1) The selling corporation (A) did not, after the part IV
transaction (or the last transaction described in subsection (a)  Awe p.5%.
31) (B) ), continue any business activities other than those inci-

ent to its complete liquidation, and (B) within a reasonable time

after ceasing business activities, completely liquidated in a trans-

action other than a transaction described in section 461 (a), and  J3 8¢ U9

ceased existence.

“(2) During so much of the base period of the purchasing cor-
poration and of the period thereafter as preceded the part IV
transaction, the proﬁerties acquired in the part IV transaction
were substantially all of the properties (other than cash) which
were used, or which in the ordinary course of business replaced
properties used, by the selling corporation (or by a component
corporation, as defined in section 461 (b), of such selling corpora-
tion) in the production of the excess prof’lts net income %or eficit
therein) which under subsection (b) increases or decreases the
excess profits net income of the purchasing corporation. For the
purpose of this paragraph, if a business in the hands of both the
selling corporation and the purchasing corporation was operated
under a substantially identical franchise or license, granted by
the same person, such franchise or license shall be deemed acquired
by the purchasing corporation from the selling corporation.

“(3) The business or businesses acquired in the part IV trans-
action (including the properties so ac&‘uired or properties in
replacement thereof) were operated by the purchasing corpora-
tion from the date of such transaction to the end of the taxable
year or were transferred during the taxable year by the purchasin
corporation in a part II transaction to which the provisions of 8 % 'y, .
section 462 (];)) (4) are applicable.

“(d) Speecian

“(1) For the purpose of subsectio:teé a) (1), the properties of
a selling corporation shall be considered to have been acquired by
a purchasing cogoration only if acquired from—

“(A; such selling corporation, or
“(B) persons who received the properties upon the
liquidation of such selling corporation and who forthwith

transferred such properties to the purchasing corporation in a

transaf):tion other than a transaction descri in section

461 (a).

“(2) computations required by this part in the case of a
selling corporation which is a nership or a business owned
by a sole proprietorship shall be made, under regulations pre-
scribed by the Secretary, as if such partnership or such business
owned by a sole proprietorship had been a corporation.

“(3) In no case shall more than 100 per centum of the excess
profits net income (or deficit therein) for any month of a selling
corporation be allocated to the purchasing corporation or, in the
case of transactions described in subsection (a) (1) (B), to the
several persons (or to any one or more of such persons) receiving
the properties of such selling corporation in such transactions.

“(e) Successive TRANSACTIONS.—

“(1) PART 1V TRANSACTION FOLLOWING PART IV TRANSACTION.—
In the case of a selling corporation which was a purchasing cor-
poration in a previous part IV transaction, or which acquired
properties of a urchasi.nig corporation in a transaction to which
section 462 (b) (4) is applicable, the computations under this part o p- 561

seq.
Post, p. 561,

76100 O - 52 (PT. I)- 38



560 PUBLIC LAW 183—OCT. 20, 1951 [65 Star.

with respect to the selling corporation shall be made without
re%a.rd to the previous part IV transaction.
2) PART IV TRANSACTION FOLLOWING PART II TRANSACTION.—
Subject to the provisions of paragraph (1), in the case of a selling
corporation which was an acquiring corporation as defined in
g S P section 461 (a) in a previous transaction, its excess profits net
s : income (or deficit therein) which increases or decreases the excess
profits net income (or deficit therein) of the purchasing corpora-
tion under subsection (b) (1) or (2),and its capital changes which
are taken into account under this part in determining the capital
changes of the purchasing corporation, shall be determined with
the application of the rules of part II to such selling corporation
with respect to the part IT transaction.
“(3) PART I TRANSACTION FOLLOWING PART IV TRANSACTION.—
For rules applicable in the case of a part II transaction followin
a part IV transaction, see sections 462 (b) (4), 463 (c), an
Post, pp. 561, 562. 464 (c).

“(f) Reeuratrons.—The Secretary shall by regulations prescribe
rules for the application of this part. Such regulations shall include
the following rules:

“(1) Base PERIOD cAPITAL ADDITION.—Rules (consistent with

s, T, the principles of section 464) for the determination of the base

period capital addition of the purchasing corporation by reference

to the capital changes of the selling corporation and of the pur-
chasing corporation.

“(2) NET CAPITAL ADDITION OR REDUCTION.—Rules (consistent

e with the principles of section 463) for the determination of the
Post, p.562. net capital addition or reduction of the purchasing corporation by
reference to the capital changes of the selling corporation and of
the purchasing corporation.
“(3) Excess proFrTs NET INCOME.—Rules (consistent with the
A s principles of section 462 (i) ) for the determination of the amount
26 U. B. C, § 462 (i), % 3 5 . "
Post, p. 561 of excess profits net income (or deficit therein) of the selling cor-

poration attributable to the business or businesses acquired by a
purchasing corporation in a transaction described in subsection
(a) (1) (B) and properly allocable to such purchasing corpo-
ration.

“(4) DurrLicarioN.—Rules for the application under this part
of the principles of section 462 (j) (1) and the other provisions
e of ‘part IT relating to the prevention of duplication.

“(5) Excess proFrrs crepit.—In the event that the part IV
transaction occurred in a taxable year of the purchasing corpora-
tion which ended after June 30, 1950, rules Fconsistent with the
principles of section 462 (j) (2)) for the determination of the
excess profits credit of such corporation for the year in which the
transaction occurred.

% 0% 0% 461 9. Such rules shall not include the principles of section 461 (c) (relating
to the excess profits credit of the component corporation), of section
ool B%uso . 462 (b) (2) (relating to constructive excess profits net income for
months during which a corporation was not in existence), of section
462 (1) (relating to minimum average base period net income in the
case of certain acquiring corporations), or of such other provisions
S Stel JMeT- of part IT as relate to sections 435 (e), 442, 443, 444, 445, or 446.”
442-446. (b) TrcHNICAL AMENDMENTS.—
b o (1) Section 435 (a) (3) (relating to amount of excess profits
(). credit) is hereby amended by inserting before the period at the
end thereof the following: ©, and in the case of certain taxable
Ante, p. 558. acquisitions, see part IV of this subchapter”.
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(2) Section 461 (rela.tin%1 to definitions under part II) is
amended by inserting at the end thereof the following new
subsections :

“(g) ComponeNT CorporatTioN WaicH Was A PurcHasiNg Cor-
PORATION IN A PrEvious TransacTioN.—See section 462 (b) (4) for
rules applicable if the component corporation was a purchasing corpo-
ration (as defined in part IV) in a previous part IV transaction, or if
(as an acquiring corporation in a previous part II transaction) it was
subject to the provisions of section 462 (b) (4).

“(h) DeriNtrion or Parr II Transacrion.—For the purpose of
this subchapter, the term ‘part IT transaction’ means a transaction
described in section 461 (a).”

(3) Section 462 (b) (relating to the method of recomputing the
excess profits net income of an acquiring corporation under part
IT) is hereby amended by adding at the end thereof the following
new p ph:

“(4) If the average base period net income of the acquiring cor-

poration is determined under section 435 (d) with reference to

this subsection, and if the provisions of section 474 (b) (relating
to the computation of excess profits net income in the case of cer-
tain purchasing corporations) were applicable to the component
corporation immediately prior to the part II transaction (or
would have been applicable if such part II transaction had
occurred in a taxable year of the component corporation ending
after June 30, 1950), tgen the excess profits net income (or deficit
therein) of the component corporation shall, for the purpose of
this subsection, be determined with the application of the pro-
visions of section 474 (b). For the purpose of this paragraph, if

a component corporation was an acquiring corporation in a pre-

vious part IT transaction and, immediately prior to the later part

IT transaction, the provisions of this paragraph were applicable to

such component corlpora.tion, its excess profits net mcome (or

deficit therein) shall be determined with the application of the
provisions of the preceding sentence. This paragraph shall be
applicable to an acquiring corporation only if—

“(A) the properties acquired by the acquiring corporation
from the component corporation include substantially all of
the properties (other than cash), or properties acquired in the
ordinary course of business in the replacement of properties,
which the component corporation acquired either from the
selling corporation in the part IV transaction or from a pre-
vious component cort[fratmn subject (immediately prior to
such acquisition) to the provisions of this paragraph;

“(B) the business or businesses acquired bya(ﬁ; acquiring
corporation were operated by the acquiring corporation from
the date of such transaction to the end of the taxable year or
were transferred during the taxable year by the acquiring
corporation in a part IT transaction to which the provisions of
this %ars,graﬁ;h are applicable; and

“(C) in the event that the part IT transaction is one de-
scribed in section 461 (a) (1) (E), the provisions of section
462 (i) (6) are satisfied.”

(4) Section 462 (i) (6) (relating to allocation rules in the case
of transactions described in section 461 (a) 51) (E)) is hereby
amended bg adding at the end thereof the following: “Notwith-
standing the provisions of paragraph (1), if an acquiring cor-

oration in a transaction described in section 461 (a) (1) (E)
etermines its average base period net income under section 435
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o B . (d) by recon;putﬁg its excess profits net income under the provi-
Ante, p. 561 sions of section

(F})) (4), the amount of the component cor-
oration’s excess profits net income for any month which shall
e taken into account by the acquiring corporation shall be such
rtion of the component corporation’s excess profits net income
or such month as 1s determined on the basis of the earnings ex-
perience of the assets transferred and the assets retained by the
component, corporation.”
S (5) Section 463 (relating to capital changes) is amended by
inserting at the end thereof the following new subsection :
“(e) ComponeNT CorrPoraTION WHICH WAS A PURCHASING CoRrPO-
RATION IN A Previous TraNsacrion.—The Secretary shall provide by
regulations for the appilir,;’ation of this section in cases to which section
e

BE
an
wr
oF
o

An::. p.lf:o: 462 (b)( (?)és a.pplitz&ﬁl{:1 e L o e
SR Dxut. 2008, 6) Section relating to capital changes during the base
gl e period) is amended ﬁ)y inserting at the end thereof the following
new subsection :
“(¢) The Secretary shall provide by regulation for the application
of this section in cases to which section 462 (b) (4) is applicable.”
SEC. 522. STRATEGIC MINERALS.
s 0 wow  Section 450 (b) (1) (relating to corporations engaged in mining of

). stratefic minerals) is hereby amended by inserting after “chromite,”
the following : “bauxite,”.
SEC. 523. EFFECTIVE DATE OF TITLE V.

AL D23 Except as otherwise lpl)rovided in section 506 Sil), the amendments
made by this title shall be apglicable only with respect to taxable
years ending after June 30, 1950.

TITLE VI—-MISCELLANEOUS PROVISIONS AND
AMENDMENTS

SEC. 601. EXEMPTION OF CERTAIN ORGANIZATIONS FROM INCOME
TAX FOR PRIOR TAXABLE YEARS.

Section 302 of the Revenue Act of 1950 (relating to exemption of
certain organizations for past years) is amended by adding at the
end thereof the following new subsection:

“(d) Prorrrs INUriNG T0 THE BENEFIT OF CERTAIN EDUCATIONAL
OrcaN1zaTioNS or HospiTaLs.—For any taxable year beginning prior
to January 1, 1951, an organization operated for the primary purpose
of carrying on a trade or business for profit, no part of the net earn-
ings of which inures to the benefit of any private shareholder or in-
dividual and all of the net earnings of which inure to the benefit of
an educational organization which normally maintains a regular
faculty and curriculum and normally has a regularly organized body
of pupils or students in attendance at the place where its educational
activities are regularly carried on, or to the benefit of a hospital, or an
institution for the rehabilitation of physically handicapped persons,
which maintains or is building for proper maintenance a hospital or
institution staffed or to be staffed by qualified professional persons for
the treatment of the sick and/or the rehabilitation of the physically
handicapped, shall not be denied exemption from taxation under sec-
Lo tion 101 of the Internal Revenue Code on the ground that it is carrying
Ante, pp. 400492, on a trade or business for profit. The determination as to whether an
organization other than one described in this subsection is exempt
under section 101 of the Internal Revenue Code from taxation for any
taxable year beginning before January 1, 1951, shall be made as if this

64 Stat. 953.
26U, B. C. § 101 note.
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subsection and section 301 (b) of this Act had not been enacted and
without inferences drawn from the fact that this subsection and the
amendment made b{)section 301 (b) are not exgressly made up;;licable
with respect to taxable years beginning before January 1,1951.”

SEC. 602. EXCESS PROFITS CREDIT BASED ON INCOME.

(a) PerceNTaGE oF AvEraGe Base PEriop Ner INcoME TAREN INTO
AccouNt.—

(1) In eeNeraL—Paragraph (1) (A), and paragraph (2), of
section 435 (a) (relating to excess Pmﬁts credit based on income)
are each amended by strikin% out “85 per centum” and inserting
in lieu thereof “83 per centum”.

(2) TAXABLE YEARS BEGINNING BEFORE JULY 1, 1951, AND ENDING
AFTER JUNE 30, 1951.—Section 435 (a) is hereby amended by
adding at the end thereof the following new paragraphs:

“(4? CALENDAR YEAR 1951.—In the case of a taxable year
beginning on January 1, 1951, and ending on December 31, 1951,
there sh[;%l be used, for the purposes of paragraph (1) (A) and
paragraph (2), in lieu of 85 per centum of the average base period
net income, an amount equal to 84 per centum of the average base
period net income,

“(5) TAXABLE YEARS (OTHER THAN CALENDAR YEAR 1951) BEGIN-
NING BEFORE JULY 1, 1851, AND ENDING AFTER JUNE 30, 1951.—In
the case of any taxable year (other than a taxable year described
in paragraph (4)) beginning before July 1, 1951, and ending
after June 30, 1951, there shall be used, for the purposes of para-
graph (1) (A) and paragraph (2), in lieu of 85 per centum of
the average base period net income, an amount equal to the sum

“(A) that portion of an amount equal to 85 per centum of
the average base period net income which the number of days
in such taxable year prior to July 1, 1951, bears to the total
number of days in such taxable year, plus

“(B) that portion of an amount equal to 83 per centum of
the average base period net income which the number of days
in such taxable year after June 30, 1951, bears to the total
number of days in such taxable year.”

(b) Errgcrrve Date—The amendments made by subsection (a)
shall be applicable only with respect to taxable years ending after
June 30, 1951.

SEC. 603, FOREIGN ESTATE TAX CREDIT.

(a) Creprr AcaiNst Basic Estate Tax.—Section 813 (relating to
credits nﬁninst estate tax) is hereby amended by adding at the end
thereof the following new subsection :

“(c) Same—Pam 10 ForeraN COUNTRIES.—

“(1) In oeNerarL.—The tax imposed by section 810 shall be
credited with the amount of any estate, inheritance, legacy, or
succession taxes actually paid to any foreign country in respect of
any property situated within such foreign country and included
in the gross estate (not including any such taxes paid with respect
to the estate of a person other than the decedent). If the
decedent at the time of his death was not a citizen of the United
States, credit shall not be allowed under this subsection unless
the foreign country of which such decedent was a citizen or
subject, in imposing such taxes, allows a similar credit in the
case of a citizen of the United States resident in such country.
The determination of the country within which property is sit-
uated shall be made in accordance with the rules upphcabl{a under

C.

§101.
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Part IIT of this subchapter in determining whether property is
situated within or without the United States.

“(2) Limrrarions oN crepit.—The credit provided in this sub-
section with respect to such taxes paid to any foreign country—

“(A) shall not, with respect to any such tax, exceed an
amount which bears the same ratio to the amount of such tax
actually paid to such foreign country as the value of property
which 15— 0 yia

i) situated within such foreign country,
Z i;) ). subjected to such tax, :amdgn
“(inn) included in the gross estate
bears to the value of all property subjected to such tax; and

“(B) shall not, with respect to all such taxes, exceed an
amount which bears the same ratio to the tax imposed by
section 810 (after deducting from such tax the credits pro-
vided by subsections (a) and (b) of this section) as the value
of property which is—

“(i) situated within such foreign country,
‘:i i1) subjected to the taxes of such foreign country,
an
“(iii) included in the gross estate
bears to the value of the entire gross estate reduced by the
agpregate amount of the deductions allowed under subsec-
tions (c), (d),and (e) of section 812.

“(3) VALUATION OF PROPERTY.—

“(A) The values referred to in the ratio stated in para-
gra?lh (2) (A) are the values determined for the purposes
of the tax imposed by such foreign country.

“(B) The values referred to in the ratio stated in para-
graph (2) (B) are the values determined under this chap-
ter; but, in applying such ratio, the value of any property
described in clauses (i), (ii), and (iii) thereof shall be
reduced by such amount as will prtt);gerl reflect, in accord-
ance with regulations prescribed by the Sjl,acret.ary, the dedue-
tions allowed in respect of such property under subsections
(¢), (d), and (e) of section 812,

“(4) Proor or creDIT.—The credits provided in this subsection
and in section 936 (c) shall be allowed only if the taxpayer estab-
lishes to the satisfaction of the Secretag (A) the amount of taxes
actually paid to the foreign country, (B) the amount and date of
each payment thereof, (C) the description and value of the prop-
erty in respect of which such taxes are imposed, and (D) all other
information necessary for the verification and computation of
the credits.

“(5) Perrop or LimrTATION.—The credits provided in this sub-
section and in section 936 &c) shall be allowed only for such taxes
as were actually paid and credit therefor claimed within four
y}els:rs after the filing of the return required by section 821, except
that—

“(A) Ifa E tition for redetermination of a deficiency has
been filed with The Tax Court of the United States within
the time prescribed in section 871, then within such four-year

eriod or before the expiration of 60 days after the decision of

e Tax Court becomes final.

“(B) If, under section 822 (a) (2) or section 871 (h), an
extension of time has been granted for payment of the tax
shown on the return, or of a deficiency, then within such four-
year period or before the date of the expiration of the period
of the extension.
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Refund based on such credits may (despite the provisions of sec-
tions 910 to 912, inclusive) be ma.d)t; if claim therefor is filed within 5 Stat. 138 139
the period above provided. Any such refund shall be made with- e2.
out interest.”
(b) Creprr Aeamnst ApprtioNaL Esrate Tax.—Section 936 (relat- 5335 8% o0
ing to credits against estate tax) is hereby amended by adding at the b
end thereof the %ollowing new subsection :
“(e) EsratE, Erc., Taxes PAm 10 ForeiaN COUNTRIES.—
“(1) In GeneraL—In the case of the estate of a citizen or resi-
dent of the United States, the tax imposed by section 935 shall be
credited with the amount of any estate, inheritance, legacy, or suc-
cession taxes actually paid to any foreign country in respect of
any property situated within such foreign country and included
in the gross estate (not including any such taxes paid with respect
to the estate of a person other than the decedent). If the decedent
at the time of his death was not a citizen of the United States,
credit shall not be allowed under this subsection unless the foreign
country of which such decedent was a citizen or subject, in impos-
ing such taxes, allows a similar credit in the case of a citizen
of the United States resident in such country. The determina-
tion of the country within which property is situated shall be
made in accordance with the rules applicable under Part TIT of f230618.
subchapter A in determining whether property is situated within sq. ~ "
or without the United States.
“(2) LimrraTioNs oN crepiT.—The credit provided in this sub-
section with respect to such taxes paid to any foreign country—
“(A) shall not exceed the amount by which such taxes paid
to the foreign country exceed the amount of the eredit allowed
therefor under section 813 (c) ; and Ante, p. 563,
“(B) shall not exceed an amount which bears the same
ratio to the tax imposed by section 935 (after deducting from
such tax the credit provided by subsection (b) of this section)
as the value of property which is—
“(i) situated within such foreign country,
‘:i i1) subjected to the taxes of such foreign country,
an
“(iii) included in the gross estate
bears to the value of the entire gross estate reduced by the
aggregate amount of the deductions allowed under subsec-
tions (¢), (d),and (e) of section 812. 5 Stat. 123; 62 Stat.
“(3) SAME—SPECIAL RULES.— Nv.s. C. §siz.
“(A) For the purposes of paragraph (2) (A), ‘such taxes
paid to the foreign country’ shall, witll; respect to any tax paid
to the foreign country, be the amount computed under section

813 %g (iz‘)‘ (A).

% e values referred to in the ratio stated in para-
raph (2) (B) are the values determined under this chapter;
ut, in applying such ratio, the value of any property

described in eclauses (i), (ii), and (iii) thereof shall be
reduced by such amount as will properly reflect, in accord-
ance with regulations prescribed by the Secretary, the deduc-
tions allowed in respect of such property under subsections
(e), (d),and (e) of section 812.
“(4) Proor oF CREDIT.—
“For provisions relating to proof of credit, see section 813
(e) (4). Ante, p. 564,
“(5) PERIOD OF LIMITATION.—
“For provisions relating to period of limitation on claiming

Ante, p. 563,
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of credit or refund based thereon and nonpayment of interest

on refund, see section 813 (¢) (5).”
(¢) ReversiONARY OR REMAINDER INTEREST.—Section 927 (relating
to credit for State death taxes) is hereby amended to read as follows:

“SEC. 927, CREDIT FOR DEATH TAXES.

“Such part of any estate, inheritance, legacy, or succession taxes
allowable as a credit under section 813 (b) or (c) against the tax
imposed by this subchapter, or under section 936 (c) against the tax
imposed by subchapter B, as is attributable to such reversionary or
remainder interest may be allowed as a credit against the tax attribut-
able to such interest, subject to the limitations on the amount of credit
contained in such sections, if such part is paid, and credit therefor
claimed, at any time prior to the expiration of 60 days after the
termination of the precedent interest or interests in the property.”

(d) ExtensioN or Periop or Liarrarions, Etc., in Case oF fmcov-
ERY oF Taxes Crammep as Creprr—Section 874 (b) (relating to
exceptions to general rule as to period of limitation upon assessment
and collection of estate tax) is hereby amended by inserting at the
end thereof the following new paragraph:

“(3) RECOVERY OF TAXES CLAIMED A8 CREDIT.—If any tax claimed
as a credit under section 813 (b) or (c) or section 936 (c) is
recovered from any foreign country, any State, any Territory
or possession of the United States, or the District 0¥ Columbia,
the executor, or any other person or persons recovering such
amount, shall give notice of such recovery to the Secretary at
such time and in such manner as may be required by regulations
prescribed by him, and the Secretary shall redetermine the
amount of the tax under this chapter and the amount, if any, of
the tax due upon such redetermination, shall be paid by the
executor or such dperson or persons, as the case may be, upon
notice and demand.” -

(e) Errecrive DaTe.—The amendments made by this section shall
be applicable with respect to estates of decedents dying after the date
of the enactment of this Act.

SEC. 604. ESTATE AND GIFT TAX TREATMENT OF UNITED STATES
BONDS HELD BY CERTAIN NONRESIDENT ALIENS.

(a) Esrate Tax.—Effective with respect to estates of decedents
dying after February 10, 1939, section 861 (relating to the computa-
tion of the net estate of a decedent nonresident not a citizen of the
United States) is hereby amended by adding at the end thereof the
following new subsection :

“(e¢) Unrrep States Bonps—For the purposes of subsection (a),
the value of the gross estate (determined as provided in section 811)
of a decedent who was not engaged in business in the United States
at the time of his death—

“(1) shall not include obligations issued by the United States
prior to March 1, 1941 ; and

“&22, shall include obligations issued by the United States on
or after March 1, 1941, but only if the decedent died after the date
of the enactment of the Revenue Act of 1951.”

(b) Grrr Tax.—Effective with respect to gifts made after the date
of enactment of this Act, section 1000 (b) relatinﬁlto application of
gift tax) is hereby amended by adding at the end thereof the follow-
ing: “In the case of such a nonresident who is not eng in business
in the United States at the time of a transfer of obligations issued by
the United States, the tax shall apply in respect of any such obliga-
tions only if issued on or after March 1,1941.”
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SEC. 605. ESTATE TAX EXEMPTION FOR WORKS OF ART LOANED BY
NONRESIDENT ALIENS.

(a) AmENDMENT OF SkcTioN 863 (c).—Section 863 (¢) (relating
to exemption of works of art loaned by nonresident aliens) is hereby
amended to read as follows:

“(c) Worxks or Axrr oN LoaN ror Examsirion.—Works of art owned
by a nonresident not a citizen of the United States (1) imported into
the United States solely for exhibition purposes, (Eé loaned for such
purposes to a public gallery or museum, no part of the net earnings of
which inures to the benefit of any private stockholder or individual,
and (3) at the time of the death of the owner, on exhibition, or en route
to or from exhibition, in such a public gallery or museum.”

(b) Errecrive Date—The amendment made by this section shall
be applicable only with respect to estates of decedents dying after the
date of the enactment of this Act.

SEC. 606. EXEMPTION FROM ADDITIONAL ESTATE TAX OF MEMBERS
OF ARMED FORCES UPON DEATH.

Section 939 (relating to the estate tax treatment of certain members

of the armed foreces) is hereby amended as follows:
(1) By inserting before the first sentence thereof the following:
9:’}3) ”Dm'rns Arrer DeceEmeer 6, 1941, Axp Brrore JANUARY 1,
1947.—".
(2) By adding at the end thereof the following:

“(b) Drarms A¥rer June 24, 1950, ANp Berore JaNvary 1, 1954.—
The tax imposed by section 935 shall not apply to the transfer of the
net estate of a citizen or resident of the United States dying after
June 24, 1950, and before January 1, 1954, while in active service as a
member of the armed forces of the United States, if such decedent—

“(1) was killed in action while serving in a combat zone, as
determined under section 22 (b) (13) ; or

“(2) died as a result of wounds, disease, or injury suffered,
while serving in a combat zone (as determined under section 22
(b) (13)) and while in line of duty, by reason of a hazard to
which he was subjected as an incident of such service.”

SEC. 607. TRANSFERS CONDITIONED UPON SURVIVORSHIP.

In the case of property transferred by a decedent dying after March
18, 1987, and before February 11, 1939, the determination of whether
such property is to be included in his gross estate under section 302
(e) of the Revenue Act of 1926 (44 Stat. 70) as a transfer intended
to take effect in possession or enjoyment at or after his death shall be
made 1({1 conformity with Treasury Regulations in force at the time
of his death.

SEC. 608. TRANSFERS WITH INCOME RESERVED.

Section 7 (b) of the Act entitled “An Act to amend certain provi-
sions of the Internal Revenue Code”, approved October 25, 1949 (63
Stat. 895), is hereby amended by striking out “January 1, 1950” and
inserting in lieu thereof “January 1, 1951”.

SEC. 609. TRANSFERS TAKING EFFECT AT DEATH.

Effective with respect to estates of decedents dying after February
10, 1939, section T E) of the Act entitled “An Act to amend certain
provisions of the Internal Revenue Code”, approved October 25,
1949 (63 Stat. 895), is hereby amended by striking out the word
“sentence” and inserting in lieu thereof “two sentences” and by insert-
ing immediately preceding the last sentence thereof the following
sentence: “The provisions of section 811 (¢) (1) (C) of such code
shall not apply to a transfer made prior to September 8, 1916.” The
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provisions of section 7 (c¢) of such Act, as amended, shall not apply to
an overpayment resulting from the application of this section.

SEC. 610. REVERSIONARY INTERESTS IN CASE OF LIFE INSURANCE.

If refund or credit of any overpayment resulting from the applica-
tion of section 503 of the Revenue Act of 1950 was prevented on October
25, 1950, by the operation of any law or rule of law (other than section
3760 of the Internal Revenue Code, relating to closing agreements, and

. other than section 3761 of such code, relating to compromises), refund

or credit of such overpayment may, nevertheless, be made or allowed if
claim therefor was filed after October 25, 1949, and on or before
October 25, 1950.

SEC. 611. INCOME PURSUANT TO AWARD OF INTERSTATE COMMERCE
COMMISSION.

(a) Notwithstanding section 42 of the Internal Revenue Code,
amounts received, pursuant to an award under the order issued under
the Railway Mail Pay Act of 1916 by the Interstate Commerce Com-
mission on December 4, 1950, as compensation for the transportation
of mail during 1950 and prior years shall be deemed to be income
which acerued in the taxable years in which the services to which such
compensation relates were rendered. Notwithstanding section 292 of
such code, no interest shall be assessed or collected for any period
prior to July 1, 1951, with respect to that part of any deficiency which
the Secretary determines to be attributable to the inclusion of income
in a taxable year by reason of the application of this section. Any
deficiency attributable to the inclusion of income in any taxable year
by reason of the application of this section may be assessed at any
time prior to the expiration of the period for assessment with respect
to the taxable year of the taxpayer which includes December 4, 1950,
notwithstanding the provisions of section 275 of the Internal Revenue
Code or any other provision of law or rule of law which would other-
wise prevent such assessment.

(b) Section 292 (relating to interest on deficiencies) is hereby
amended by adding at the end thereof the following new subsection :

“(d) With respect to any corporation entitled to receive payment
for the transportation of United States mail, if an award is retro-
actively received for the transportation of United States mail, and if
such award is required to be treated as income in the year or years in
which the mail was carried, then, notwithstanding the provisions of
subsection (a) of this section, no interest shall be due, with respect
to any period prior to thirty days after such award is granted, for
tax deficiencies resulting from the inclusion of such additional mail
payments retroactively.’

SEC.612. CREDIT IN PRIOR TAXABLE YEARS FOR DIVIDENDS RECEIVED
ON PREFERRED STOCK OF A PUBLIC UTILITY.

In the case of taxable years beginning before April 1, 1951, any
reference in section 15 (a) or 26 (b) of the Internal Revenue Code to
dividends received on the preferred stock of a public utility shall be
construed as referring only to dividends received on the preferred
stock of a public utility with respect to which the credit provided in
section 26 (h) of such Code for dividends paid was allowable.

SEC. 613. CONSOLIDATED RETURNS—INCLUDIBLE CORPORATION.

If an affiliated group making a consolidated return with respect to
the first taxable year of the group ending after June 30, 1950, included
a corporation described in section 454 (f) of the Internal Revenue

ot st usi; 88 Code pursuant to the consent provided in section 141 (e) (7) of such

Stat. 50
% U,
141 (e) (

7).

8. C. §§ 454, code, such corporation may withdraw such consent at any time within
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ninety days after the enactment of this Act. If such consent is with-
drawn under the preceding sentence, the tax liability of the affiliated
group and its several members for the taxable year shall be deter-
mined, assessed, and collected as if such corporation had never joined
in the making of the consolidated return.

SEC. 614. TIME FOR PERFORMING CERTAIN ACTS POSTPONED IN CASE
OF CHINA TRADE ACT CORPORATIONS.

Section 3805 (relating to postponement of income tax due dates in
the case of China Trade Act corporations) is hereby amended to read
as follows:

“SEC. 3805. INCOME TAX DUE DATES POSTPONED IN CASE OF CHINA
TRADE ACT CORPORATIONS.

“In the case of any taxable year beginning after December 31, 1948,
and ending before October 1, 1953, no Federal income tax return of,
or payment of any Federal income tax by, any corporation organized
under the China Trade Act of 1922 (42 Stat. 849, U. S. C., Title 15,
chapter 4), as amended, shall become due until December 31, 1953,
but only with respect to any such corporation and any such taxable
year which the Secretary may determine reasonable under the cir-
cumstances in China pursuant to such regulations as he may prescribe.
Such due date shall be subject to the power of the Secretary to extend
the time for filing such return or paying such tax, as in other cases.”

SEC. 615. TREATY OBLIGATIONS.

No amendment made by this Act shall apply in any case where its
application would be contrary to any treaty obligation of the United
tates.
SEC. 616. REORGANIZATION PLAN NUMBERED 26 OF 1950.

The ltl:rovisions of Reorganization Plan Numbered 26 of 1950 shall
be applicable to all functions vested by this Act in any officer,
employee, or agency of the Department of the Treasury.

SEC. 617. CLAIMS UNDER THE RENEGOTIATION ACT.

Subsection (a) (4) (D) of the Renegotiation Act, as amended by
section 201 (c) of the Renegotiation Act of 1951, is hereby amended
by striking out “June 30, 1951,” and inserting in lieu thereof “October
31, 1951,”.

SEC. 618. PROHIBITION UPON DENIAL OF SOCIAL SECURITY ACT
FUNDS,

No State or any agency or political subdivision thereof shall be
deprived of any grant-in-aid or other payment to which it otherwise
is or has become entitled pursuant to title I, IV, X, or XIV of the
Social Security Act, as amended, by reason of the enactment or enforce-
ment by such State of any legislation prescribing any conditions under
which public access may be had to records of the disbursement of any
such funds or payments within such State, if such legislation prohibits
the use of any list or names obtained through such access to such
records for commercial or political purposes.

SEC. 619. REMOVAL OF TAX EXEMPTION FROM EXPENSE ALLOW-
ANCES OF THE PRESIDENT, THE VICE PRESIDENT, THE
SPEAKER, AND MEMBERS OF CONGRESS.

(a) ExpeENse ALLowaxor oF THE PreseNT.—Section 102 of title 3
of the United States Code is amended by striking out “no tax liability
shall acerue and for which no accounting shall ge made by him” and
inserting in lien thereof “no accounting, other than for income tax
purposes, shall be made by him”.
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. (b) Expense ArncowaNce oF THE Vice PresmenT—Section 111 of
i title 3 of the United States Code is amended by striking out “for which
no tax liability shall occur or accounting be made by him” and inserting
in lieu thereof “for which no accounting, other than for income tax
purposes, shall be made by him”.

(c) ExpENse ALLOWANCE OF THE SPEAKER OF THE HOUSE OF
RepresENTATIVES.—Subsection (e) of the first section of the Act
entitled “An Act to increase rates of compensation of the President,
Vice President, and the Speaker of the House of Representatives”
o d gap.  approved January 19, 1949 (Public Law 2, 81st Congress), is amen

by striking out “for which no tax liability shall occur or accounting

be made by him” and inserting in lieu thereof “for which no account-

ing, other than for income tax purposes, shall be made by him”,

(d) Exeense ArrowaNces oF Memsers oF CoNeress.—Section 601

Poad% . (b) of the Legislative Reorganization Act of 1946 is amended by

striking out “for which no tax liability shall incur, or accounting be

made” and inserting in lieu thereof “for which no accounting, other
than for income tax purposes, shall be made”.

e) Errecrive Dares.—The amendments made by subsections (a)

and (b) of this section shall become effective at noon on January 20

1953, and the amendments made by subsections (c) and (d) shall
become effective at noon on January 3, 1953,

Approved October 20, 1951, 2:07 p. m., E.S.T.

Public Law 184 CHAPTER 522
AN ACT

To provide for the exchange of certain lands owned by the United States of
America for certain privately owned lands.

October 20, 1951
[8. 1450]

Be it enacted by the Senate and House of Representatives of the
Inpopartment of the  [Tnited States of America in Congress assembled, That, in order to
xchange of certain adjust the boundary of the Rock Creek and Potomac Parkway in
e 17 connection with plans for dpraviding a park-like treatment at the
entrance to Georgetown, and in connection with the future widenin,
of Pennsylvania Avenue, the Secretary of the Interior is authoriz
to accept on behalf of and without cost to the United States of
America, from the owner thereof, unencumbered fee-simple title to the
following-described parcel of land situated in the District of Columbia
and more particu]argr described as follows:
Part of lot 14, square 1194, as per plat recorded in the Office of the
Surveyor of the District of Columbia in book 29, page 72, described
us follows:
Beginning for the same at the intersection of the easterly line of
Twenty-eighth Street and the south line of M Street, said point of
beginning being also the northwest corner of said lot 14; thence along
the south line of M Street east seventy and ninety-five one-hundredths
feet to the northeast corner of said lot 14 thence in a southwesterly
direction along the arc of the circle, the radius of which is two hundred
and no tenths feet, deflecting to the right an arc distance of seventy-
one and two one-hundredths feet to the northerly line of Pennsylvania
Avenue; thence along said northerly line of Pennsylvania Avenue
north sixty-five degrees twenty minutes west forty-four and fifty one-
hundredths feet to the easterly line of Twenty-eighth Street and the
southwest corner of said lot 14; thence along said easterly line of
Twenty-eighth Street north no degrees three minutes west forty-five
and seventeen one-hundredths feet to the point of beginning, contain-
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